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Perils of Community 
Property Laws 


One of the inequities in our present Federal tax law is the dif- 

ference between levies imposed on married people living in 

community property states and those who make returns from 

non-community property states. Four heretofore non-community 
property states have enacted such statutes in 1947. In other states 
such legislation soon may be up for consideration. 


There are, to be sure, certain features that might constitute tax dis- 
advantages, particularly in inheritance, taxes, for people living in com- 
munity property states. Most people, however, feel that these disadvan- 
tages are more than offset by the income tax advantages gained. This 
conviction naturally has grown with the increased income tax schedules 
in effect during and since the war. 


It is unfortunate that many states will hasten to enact community 
property statutes without a realization of their full import. This nat- 
urally is the result of an inequitable national income tax law. It also 
would be unfortunate if the Federal law were amended so as to leave 
the citizens of the community property states at a disadvantage in inher- 
itance tax matters. The need at this time is that the income tax law be so 
revised as to place all of the citizens of this nation on a basis of equality. 
The revenue that would be lost as the result of such action is a small 
matter in comparison to the confusion and inequities that may result 
from haphazard legislation by state governments. 


Here is a change in our Federal income tax law that should meet 
with the approval of both political parties. From a credit point of view, 
such a change in our law is desirable. 


HENRY H. ee 


EXECUTIVE MANAGER 
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F George Washington had won the hand 

of the lovely Mary Philipse, it might, in 
the words of one historian, “have changed 
the destiny of the Philipse family for the 
better or that of the Colonies for the worse.” 
Until the Revolution, however, the Philipse 
family fared very well indeed. As early as 
1678 Frederick Philipse, the first Lord of the 
Manor, was said to be the richest man in New 
Amsterdam and had also acquired extensive 


The scene of Mary's elaborate wedding to Roger Morris 


The Presidential portraits here are only excelled by those in the Capitol at Washington 


properties out of town over 
which a Royal Charter gave 
him full manorial rights. On 
one of his estates, in 1682, he 
erected the original Philipse 
Manor Hall 
which is incorpo- 
rated in the pres- 
ent structure. 

A man of cul- 
ture and educa- 
tion, the second 

Frederick, who succeeded to 
the title upon the death of his 
grandfather, played a promi- 
nent part in the affairs of the 
community. It was he who in 
1745 enlarged the manor 
house to three times its original size. His 
two daughters, Mary and Susannah, made 
the house a mecca for many of the gallants 
of the day. 

It was during the regime of the third and 
last Frederick that his sister, the beautiful 
Mary Philipse, met Washington. Whether 
he was actually a suitor is not certain, but 
a century later her grand-nephew declared 
that if the dominant Mary had become 
Washington’s wife she 
would have prevented his 
leadership of the American 
cause. Whatever Washing- 
ton’s aspirations may have 
been, it was Roger Morris 
whom Mary chose from 


among her many admirers. FIRE 
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Mary Philipse 


AUTOMOBILE 


A legend relates that during the brilliant 
wedding festivities a tall blanketed Indian 
appeared in the doorway and is supposed 
to have intoned, “Your possessions shall 
pass from you when the Eagle shall despoil 
the Lion of his mane.” 

For years Mary pondered 
this strange prophecy, but its 
meaning was not revealed un- 
til the Revolution when, like 
many other loyalists, the 
Philipse family and their con- 
nections were virtually ban- 
ished. The American Eagle 
had despoiled the British Lion 
of its Colonial possessions. 

Thereafter the Manor Hall 
belonged to a succession of 
private owners until it was sold to the city 
of Yonkers in 1868. Used as the City Hall 
for some years, it is now under the joint 
custody of the New York State Department 
of Education and the American Scenic ané 
Historic Preservation Society. 

The Home, through its agents and brok- 
ers, is America’s leading insurance protector 
of American Homes and the Homes c 
American Industry. — 


* THE HOME « 


MARINE 





A WAY TO AID SMALL BUSINESS | 


A Revised Tax Rate Would Be Its Greatest Boon 


by JAMES F. NEWCOMB 


President, James F. Newcomb Company, Inc., New York 
President, Printing Industry of America, Inc., Washington, D. C. 


not only because the problems of my industry are 
typical small business problems—but more im- 
portant because the problem of small business 
today is one of vital importance for the whole e¢onomy. 
It affects every industrialist—regardless of the size of 
his enterprise—and it affects each wage earner regard- 
less of whether he is employed by one of your giant 
automobile companies or by the smallest printing shop 
tucked away in an obscure side street of your great city. 

Small business truly concerns all of us. If it is true 
that a chain is only as strong as its weakest link, then 
it is equally true that an economy is only as sound as 
its small business. 

Small business is an evasive term. It is not a happy 
term. The word is often used in a patronizing manner. 
Hence many small business men resent being classified 
as such, 

They should be proud instead. Without small busi- 
ness there would be no free enterprise in these United 
States. Small business is the core of free competition. 
Without small business this land of ours would not be 
the land of opportunity it still is. “Nothing ventured, 
nothing gained,” is the true motto of small business. 
That makes small business the proving ground for big 
business. Here business initiative is being developed, 
experience gained. 

It may be true that two-thirds of our economic wealth 
is produced by big business; by a comparatively small 
number of industrial giants—say about 5,000 of them. 

But where would these be—if it were not for the 
other third which is the result of the cumulative effort 
of our small businesses—over 3,000,000 of them every- 
where: in retail and wholesale trade, in service indus- 
tries, and a large number of important manufacturing 
industries, such as apparel, printing, foods, furniture 
and lumber, mining and construction. 

“Small Business’—that means ten million people: 
8 million wage earners and 2 million active proprietors. 
Together they account for 35 percent of total production 
and in so doing give employment to 45 percent of the 
total manpower in these industry groups. 


= I am going to discuss “Small Business” with you, 
in 


More Than Lip Service Needed 


If we are ever to attain the goal of full production 
and employment in peacetime—and we had better make 
up our minds that we must unless we want to stagger 
along between booms and depressions—we need a strong 
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small business. If we look for permanent employment 
for 60 million people, we won’t find places for all of 
them in the 5,000 leading industrial enterprises of the 
country—but we may find places for them if we suc- 
ceed in building a sound and strong foundation for the 
existence and lasting prosperity of small business. Thus 
far, we have not licked the small business problem. We 
have not even started to lick it; we are still merely 
paying lip service to the problem. 

There was the war, of course. Many small manu- 
facturers played an important part in war production— 
either as sub-contractors, working for the big fellows— 
or on their own. Nevertheless, the war saw a tremend- 
ous shrinkage in small business enterprises because 
many small businessmen went to war and others into 
war production because they felt that they could serve 
their country better by taking jobs in war plants. From 
1941 to 1944 there was a drop of 15 percent in the 
number of small businesses in the country. 

Now the trend has changed again. Veterans have 
been returning. So have war workers. Many of them 
once more want to be their own bosses. Since the end 
of the war the number of new small businesses has 
been jumping by leaps.and bounds. This year it is 
estimated 550,000 new establishments will get started 
—BUT 400,000 will go out of existence. 

It is obvious that we have not yet licked the small 
business problem. This year’s balance sheet will be 
moderately better than what is considered as “normal”. 
Normally, one small business closes for each new one 
that opens up. Such mortality rate has far too long 
been accepted as inevitable. It is time that something 
be DONE about it. 

What is wrong with small business today? We all 
know the pet answers: bad management, poor planning, 
under-financing, inadequate supplies. 


The author first wrote this article in the form 
of a speech which he delivered before the Detroit 
Economic Club. We are happy to be able to pre- 
sent it to our readers. 

Last June he submitted to the House Ways 
and Means Committee a proposed new schedule 
of tax rates which would alleviate the condition 
which he describes below. The schedule appears 
on a later page. 

Your Congressman is at home now, meeting 
constituents and inspecting fences. If you agree 
with Mr. Newcomb, let your Representative know 
about your opinion. 
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There is a grain of truth in each of them, but even 
put together, these explanations do not tell the full 
story. 

The heart of the trouble is that small business: today 
has no even chance to grow—as it should. be allowed 
to do if it is to play its role as one of the cornerstones 
of the economy. It is really that simple. 

As long as we consider the problems of small business 
under the heading of “small versus big”—we'll never 
find their solution. Small business is a vital problem 
for big business, too. It would be very short-sighted, 
therefore, to brush proposals for the assistance of small 
business aside as “special” privileges and contrary to 
the spirit of equal rights for all. Such a philosophy 
may be contrary to the tradition of “the devil take the 
hindmost”—but the interrelationship of big and small 
business as well as labor and small business is so close 
that a proper small business program could benefit the 
whole economy. 

Small business can use guidance in such matters as 
technological information, managerial practices, and 
what is called the “strategy of enterprise.” The Small 
Business Division of the Department of Commerce is 
working on this problem. 

Small business also needs a more flexible and broader 
system of credit facilities—both for short and long term 
requirements. It needs ready access to working capital 
credits and venture capital loans. It is my understand- 
ing that American Bankers Association is engaged in 
active effort on the local level to expand private credit 
facilities for small business. There has also been dis- 
cussion of Federal insurance for bank loans to smaller 
enterprises on the same principle as FHA loans. 

But even these measures would still fall short. of a 
real solution to the small business problem. 

What the small business man really wants is a chance 
to become a bigger business man and finally, maybe, a 
big business man. Take this dream away from him 
and you take the foundation away from: small business 
and from the free enterprise system as we cherish it in 
this country. 

Yet that is exactly what is being done now—maybe 
inadvertently, but very effectively, nonetheless. 

What gives small business its economic, social and 
psychological importance is its ability to grow. Take 
that away from it and you have destroyed one of the 
most important pillars of our economic strength. 

The chance for small business to grow rests with its 


ability to “plow back” part of its earnings into the 
business. 


Financing Growth 


Here is the reason why. Business can grow only if 
it has the money to finance such expansion. Money 
for expansion is usually and generally should be ob- 
tained either from the capital market through the flota- 
tion of capital issues or out of a company’ s earnings. 
That is elementary. The first method is called equity 
financing—the second “internal financing.” 

The difference between these two—equity financing 
versus internal financing—often represents the differ- 
ence between big business and small business. 

It has often been asked: Why, if small business needs 
money for expansion, doesn’t it invite outside participa- 
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tion? Geta partner, or invite one of its best customers 
to acquire an interest? It has been suggested also that 
a private or Government investment corporation be 
formed for the purpose of purchasing and holding 
ownership shares in, small businesses. 
All these proposals would tend to destroy the inde- 
pendence of small business ownership. 
An economist of the Federal Reserve Board expressed 
this recently as follows: 
“For small business to raise its needed capital by 
forfeiting its independent status would be to abolish 
that which it has primarily sought to preserve.” 
There can be no doubt that in the case of small 
business the sale of any form of part ownership would 
carry with it a considerable amount of control. Even 
a minority share would have a voice in the management 
of a small business. Silent partners do not always stay 
silent, and if one of the chief customers of a small 
business were permitted to take a direct financial inter- 
est in it, that may easily turn out to be the first step 
towards becoming a subsidiary—in fact if not in name. 


An Independent Businessman 


If the typical small business man cherishes anything, 
it is his independence. If he believes in his business, he 
does not want to share the fruits of his efforts with 
anyone. 

These are the reasons why equity financing is vir- 
tually closed to small business. Where, then, are the 
funds for expansion and for needed increase in work- 
ing capital to come from? 

Loans from banks merely offer a temporary stop 
gap. Even assuming that the mechanics for small 
business loans can be improved, loans have the habit of 
falling due at the most inopportune moments. Business 
prefers risk capital to debt. 

If a large company needs working capital, equity 
financing frequently offers the way out. It not only 
permits consolidation of bank loans but often also cuts 
down the cost of such funds. No such recourse to 
refinancing is open to small business. 

No wonder, therefore, that most small businesses shy 
away from using bank loans even where their need is, 
primarily, for an increase in working capital and an 
actual or potential boost in business volume is in sight. 

That leaves only one way for small business to get 
the funds to grow on. That is internal financing. The 
money for expansion must come out of its own opera- 
tions. 

Every business—be it big or small—tries to finance 
itself as far as possible through the plowing back of its 
own earnings. 

There are important differences, however, between 
big and small business in this respect. They apply to 
the extent to which internal -financing is desirable as 
well as to the extent it is possible. 

If we are to preserve our form of economy, we must 
guard against too much concentration of economic 
power in the hands of rélatively few companies. There 
can be no doubt that there is a trend toward such 
concentration . . . and if large corporations are given 
too fnuch leeway in the tax-free withholding of profits 
for interna financing purposes, this trend may well be 
pushed aiong further. 

Fortunately, my own industry offers a typical exam-. 
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ple of the strength and staying power of small business 
even in the face of a general trend toward concentra- 
tion. 

A second reason against too much internal financing 
on the part of big business is that too large withhold- 
ings in times of depression would cut down consumers’ 
spendable income considerably. That is the economic 
reason why at times extra taxation of undistributed 
income of corporations has been resorted to. 

But the real difference between big and small business 
lies, of course, in the’ fact that big business has access 
to equity financing from outside—and small business 
has not. 


The Traditional Method 


That is the reason why small business must be put 
into a position to finance itself through its own earnings 
without being penalized. 

This has always been the traditional method for small 
business to grow. Here is where the war created a 
serious problem, however. The need to increase taxes 
tremendously in order to, mobilize all our financial 
resources for the financing of the war effort, greatly 
limited the opportunity for small business to finance 
itself out of earnings. 


Aid from the Tax Structure 


Mr. Henry Ford II in an address on September 16, 
1946 pointed out that his company-had 2853 major sup- 
pliers and another 3000 lesser suppliers. Eighty-five 
per cent of the total could, he said, definitely be classed 
as “small business.” He stressed the fact that the 
stability of his large business and, in fact, employment 
in the automobile industry, depended upon stability and 
employment in small business. 

As long as we agree that the economy needs sound 
small business, if full production and employment is ‘to 
be reached, a basis can and must be found to translate 
the financing needs of small business into a sound 
integral part of the tax structure. 

Any tax proposal must be within budgetary realities. 
There is no use asking for the sky, or for a tax 
millennium, as long as we know that budget needs remain 
large for some time to come. 

Any tax relief must benefit everyone of us, either 
directly—on an equitable basis—or indirectly by proof 
that the economy as a whole would benefit by a selective 
tax cut. 

Here is the choice before the country today. As 
the budget burden becomes lighter, a progressive easing 
in the tax burden will become possible. This will 
permit cuts in taxes. How shall these be distributed 
during the first phases of this trend? 


Across-the-Board vs. Selective Cuts 


Should there be an across-the-board cut or should an 
attempt be made to translate certain economic policies 
—such as the protection of mass purchasing power or 
the economic strengthening of small business — into 
specific tax measures? Whatever is to be done, the de- 
cision must be made now—before Congress acts. 

Let’s pause here for a moment. If the choice must 
be, at this particular time, between an across-the-board 
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tax cut or a system of selective cuts, where does the 
weight of the argument rest? 

No doubt, business even of moderate size would 
profit by an across-the-board tax cut. There are strong 
pressures in Congress now for just such a course. It 
is claimed that only such procedure would be “equit- 
able’. 

Yet it is more and more recognized now that there 
is a great difference between “special measures” for 
special groups and selective treatment in the distribution 
of a possible tax cut. 

There should be no special treatment for special 
groups. I would no more want to go before Congress 
and ask for a special tax cut for commercial printers 
than you would go and argue that your business should 
have a lower corporation tax rate than other businesses 
because your reconversion to full peacetime production 
has been delayed by more industrial’ disputes. 

Yet, if we argue for a selective rather than an across- 
the-board tax cut at this time, we argue for something 
entirely different. And there is good reason to believe 
that the Republican Congress, as well as the Adminis- 
tration, are largely sharing this view. 

Let us take this argument apart: if we were to deny 
the justification for selective tax cuts at any time we 
would freeze the tax system once and for all and make 
structural changes impossible—except in the extreme 
case that the tax burden can be reduced to an insignifi- 
cant total. And that, of course, is a dream that neither 
we nor our children are likely to see come true. 

There is a very valid reason against an across-the- 
board tax cut at this particular time. If it were made 
now, it might easily limit the scope of any structural 
changes in the tax law later on. It is easier to keep a 
tax rate up than to put it back up again once it has 
been reduced. Yet adjustments of inequities in the tax 
law at a later date may involve revenue losses which 
would require as an offset increased tax yields through 
higher rates. There are numerous inequities in the 
present tax law. There is the-inadequate treatment of 
the’ withholdings of earnings for business purposes on 
the part of small business. There is the double 
dividend taxation under the present corporate tax struc- 
ture and there are inadequate loss offsets. Until 
inequities such as these have been eliminated there is 
a strong argument for avoiding across the board cuts 
and for concentrating on selective measures along sound 
over-all economic lines. Lower rates, brought about 
by across the board cuts now, most certainly would 
make structural changes in the tax law more difficult 
later on. 
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Small Business Needs Real Help 






A typical example of a special measure which cer- 
tainly would qualify as being sound economically is the 
idea of an increase in the personal income tax exemp- 
tions—in preference to an over-all cut in the tax rate. 
Such step would contribute materially in maintaining 
purchasing power where it is most urgently needed. 
And, due to the fact that small business for the great- 
est part is carried on by unincorporated firms, it would 
also benefit a large proportion of small business. 

However, such a measure would hardly go far enough 
in strengthening the financial position of small business. 
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The same would hold true of any across-the-board cut 
that might be possible at this time. A 20 percent tax 
cut would bring mo marked relief for small business 
because taxes still would remain so high that the ac- 
cumulation of reserves out of earnings for expansion 
would not be stimulated sufficiently to solve the small 
business financing problem. 

Small businesses still would be handicapped tax-wise 
in comparison with small business a generation back. 
To bring about a real change in the chances for small 
business financing, it is necessary to develop a broad 
new program of taxation for small business. 

There has been enough lip service to small business. 
Now is the time to DO something about it if the road 
is to be cleared for a successful development of small 
business, not just for today and tomorrow but perhaps 
for a generation to come. 

Small business must be given the chance to grow 
bigger by making it possible once again to “plow back” 
a greater part of its earnings into its business—instead 
of being taxed out of any chance of financing larger 
sales or capital expansion out of earnings. ; 

Any plan offered as the solution for this problem 
must be: 

Simple in concept. 

Possible in point of costs to the treasury, 
and 

Reasonably easy to administer. 

We—that is the printing industry—believe that we 
have such a plan. We offer it not as a tax platform 
for the commercial printing industry—not even as a 
platform for a general small business tax reform—but 
as a platform for sound business taxation behind which, 
we believe, all businesses—big or small—should rally 
because it would accomplish something highly beneficial 
to the whole economy. It would benefit every business 
at least indirectly and—through providing more jobs 
in expanding small businesses—it would benefit labor 
as well. 

These proposals would, if applied generally, have 
value to all business. I will stress here certain limita- 
tions first because we are concerned with avoiding too 
great impairment of national revenues, thus making the 
entire program impractical and secondly, because the 
needs of small business are most acute and, properly 
must be given first consideration. 

The goal of this program is to generate self-financing 
on the part. of small business. 

Most small businessmen recognize that the tax struc- 
ture no longer permits them the means to grow through 
internal finance. No doubt dozens of suggestions have 
been made for correcting this situation. In analyzing 
the problem, Printing Industry of America has con- 
sidered most of these suggestions and in this talk I am 
presenting those ideas which appeal most strongly to 
us. Perhaps there are other techniques for reaching 
the same goal, but we will favor these until we can 
accomplish the same ends through other, better, and 
more convenient means. 

That means that small business—both incorporated 
and unincorporated—must be given a chance to with- 

hold part of its earnings—tax free—for purposes of in- 
vesting them in the business. 

At present business earnings are taxed regardless of 
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It may seem strange that an officer of a large 
corporation should express concern over the fate 
of small business in this country. 

Actually there is nothing strange at all in the 
desire of big business to see small business prosper. 
Big business acknowledges that it needs the prod- 
ding of new enterprises, the ferment of change, 
to keep it in competitive trim. Beyond that, big 
business knows that it leans heavily on small busi- 
ness and in fact could hardly get along without it. 

1 think you would be hard put to it to find a 
better example of interdependence than is provided 
by the relationships of large and small business. 
Both together, with all the various sizes in be- 
tween, are essential for the kind of civilization we 
have built for ourselves. In the final analysis it is 
a matter of the most efficient and effective type 
of unit for the production and distribution of each 
kind of goods and services. 

It is impossible to conceive of our economy com- 
posed entirely of large organizations and without 
any small units. We have ‘numerous activities 
that are necessarily small. They are best oper- 
ated by their owners as independent units. They 
are a necessary and integral part of our economic 
system. 

Small business is truly the life blood of our 
economy. Its thousands of units are the red 
corpuscles which carry new life and renewed 
vigor to all of these parts of our economic body. We 
in General Motors are genuinely concerned about 
the health of small business. That is why we are 
concerned about taxes—beyond the obvious fact 
that all of us would like to see taxes lower to help 
our own budgets. We know that if small business 
should sicken and wither as taxes drain off venture 
capital, the pattern of industry would become 
frozen and static. 

Growth of small business is impossible without 
the energizing force of venture capital—and let 
me repeat that venture capital will inevitably dis- 
appear under unsound tax policies. To the extent 
that we dry up the sources of venture capital—and 
unfortunately the process has gone a long way— 
to that extent we restrict the launching and de- 
velopment and expansion of small business every- 
where. The pattern is clear. The real test will 
come when the shortages occasioned by the war 
have been made up. 

—From an address by Albert Bradley, Executive Vice- 
President of General Motors Corporation, before the 


1947 Million Dollar Round Table of the National Asso- 
ciation of Life Underwriters-on September 6, 194”. 








whether they are to be used in the enterprise or not, 
with the exception—and this is of relatively limited 
importance to small: business—that the portion of cor- 
porate income retained within the business avoids double 
taxation under the income tax laws. 

The tax law should be changed in such a way that 
small businesses are given the opportunity of taking a 
special deduction based on net earnings reserved for 
business purposes. 

(Continued on Page 41) 








optimist. The pessimist in this land of promise is 

a short-sighted individual who can’t see the woods 

for the trees. He is so preoccupied gazing at the 
ground he doesn’t notice where the road points. The 
American road of progress has its twists and turns, 
like any other road. But there is no doubt about the 
main direction. The main line of American progress 
is upward ... and so it has been since the first enter- 
prisers landed on these shores and perceived the un- 
limited opportunities for development that existed in 
the breadth and natural riches of America. 

America emerges from World War II by far the 
most powerful industrial country in history. <A free 
world economy pivots on the United States. Never 
were so many countries so heavily dependent upon one 
country for economic support as now. American enter- 
prise is the most dynamic economic force on the earth 
today. 

Keep in mind this potent force of American enter- 
prise! It is the key to judgment as to what is happen- 
ing in the world . . . and what may happen. The 
dynamics of American enterprise has a ponderous sound. 
Yet, its meaning is really simple. It implies a vital, 
growing, productive system .. . alive with energy and 
drive and initiative, backed by the incentive of oppor- 
_ tunity to take a chance. 


“ In the United States one naturally becomes an 
w 


America Must Remain Strong 


And that is what America is... vital . . . growing 
. . . productive . . « full of hope and the optimism of 
youth . . . conscious of its strength and its radiant 
vitality. 

America must remain strong and vital and optimistic. 
What happens in this country in the next few years 
will be decisive in shaping the course of history for 
generations to come. 

American enterprise is the stoutest bulwark of free- 
dom that exists in the world. It is the bulwark which 
protects the hard-won liberties of the individual, the 
opportunities for enterprise, against the menacing tide 
of Red Fascism. 

Every American has a responsibility toward pre- 
serving the enterprise system. Particularly, that re- 
sponsibility rests upon the capable shoulders of busi- 
ness management. 

And that brings me to my theme here . . . the respon- 
sibility of management. 





The Responsibility of Management 


Economic Problems Now Faced by Industry 


By EARL O. SHREVE 
President, Chamber of Commerce of the United States 











The responsibility of management is great now be- 
cause America is great .. . because American opportun- 
ity is great . . . because the role of America in the 
post-war world is a role of leadership . . . because the 
dynamics of American enterprise are challenged by the 
false evangels of Communism, preaching and acting 
in the name of the omnipotent State. 


America as a Guardian Angel 


The overwhelming productive power of the American 
enterprise system was the decisive factor in destroying 
the menace of the Hitler and the Mussolini brand of 
State tyranny. Now instead of black Fascism and 
Brown Fascism there’ remains Red Fascism . . . the 
Moscow brand .. . trying to take over what Hitler and 
Mussolini vacated. 

The United States, with the power of American en- 
terprise, stands in the way of Moscow’s ambitions to 
rule the world, directly through the expansion of the 
dominions of Imperialist Russia and indirectly through 
the Communist Fifth Columns which masquerade as 
independent political parties. 

Moscow has no more chance of ruling the world than 
Nazi Berlin had as long as free men can look to the 
productive power of American enterprise for protec- 
tion against the police State or the machinations of a 
small group pretending to act for the people. 

The managers of American enterprise never had 
greater opportunity to show the superior merits of a 
system based on the voluntary effort of free men, in 
contrast with the Communist system of violence, force, 
labor slavery and suppression of individual freedom. 

In recent weeks, I have traveled widely through this 
fruitful land of America. A look at the country now is 
enough to make any man an optimist. The farms, the 
factories are turning out the largest volume of peace- 
time production any country has seen. Employment 
has topped wartime peaks. So has output in many in- 
dustries. Wages and national income are the highest 


yet known. 
Yet this country ... and the world . . . need more 
production. The demand for housing, automobiles, 


household equipment, commercial construction, capital 
goods is enormous. 

One reason for American industry’s remarkable show- 
ing is the great volume of food and industrial goods 
moving into export markets. The export volume is 
extraordinarily large in relation to imports. The wide 
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gap between imports and exports has given birth to 
a new kind of pessimism . . . predictions of a severe 
relapse in business in the event of a “dollar squeeze” 
and drop in exports . This gloom grows in part out 
of the assumption that foreign countries, particularly 
Europe, cannot long continue to buy at the current 
rate from the United States unless this couritry pro- 
vides additional means of payment .. . such as a re- 
sumption of the lend-lease type of aid. 


Germany Must Recover 


I will not go deeper into this problem here, except 
to point out in passing that the problem of European 
recovery in large part is the problem of Germany. 
German industry is the core of central European econ- 
omy. An economically prostrate Germany is no sound 
basis for European economic health. 

There must be a settlement of the German status be- 
fore a strong foundation can be laid for European re- 
covery. It will be futile for the United States to pour 
money into Europe unless the ground-work is laid for 
European economic recovery through settlement of the 
German question. 

Obviously, Russia is pushing her own game of con- 
quest by delaying the settlement of the German issue 
and thus blocking European recovery. The victim of 
this strategy is the American tax payer and the Ameri- 
can workman, the fruits of whose labor in part are 
drained off to prop up the European structure while 
Moscow seeks to keep Germany helpless. 

The link between the German problem and the ques- 
tion of business prospects in the United States is close. 
Certainly, American business men cannot plan confi- 
dently on the basis of a boom generated in substantial 
part by handouts to Europe. There is bound to be an 
end to this handout process. 

More reassuring would be a definite political settle- 
ment of the German problem. That would open the 
way for long-range reconstruction. American loans 
for the rebuilding of European economy, rather than 
stop-gap aid, in the long run would be better for all, 
Europeans and Americans alike. 


Need for International Viewpoint 


Business management has the responsibility to study 
and to aid where it can in the solution of these interna- 
tional problems. But closer to home are the responsi- 
bilities of business management in the fields of employee- 
management relations, taxes, research, improvement 
of productive technique. These are the dynamics of 
American enterprise. 

The greatest responsibility of American enterprise 
today is the expansion of production to meet the un- 
paralleled domestic and world demand for American- 
made goods. The fulfillment of this demand, actual 
and potential, will require the investment of many bill- 
ions of dollars for the modernization and expansion of 
productive facilities. The country is underinvested in 
many lines of production. 

Fifteen years of depression and war and changeover 
from war have retarded the normal trend of investment 
to keep pace with the growth of population and the coun- 
try’s needs for added productive facilities. There is 
enough work here to keep the nation busy at high levels 
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of employment and income for years to come. 

Management alone cannot make the American enter- 
prise function. Nor can management alone provide 
the environment for capital investment on the scale 
required to expand productive facilities for housing, 
transport and factory and household equipment. 

That is a task for management, labor and govern- 
ment, pulling together toward a common goal. I am 
happy to observe there has been in the past year wider 
recognition of the need for unified action. One expres- 
sion of this trend is the passage of the Taft-Hartley 
labor bill by Congress and the determined effort of the 
majority in Congress to provide tax relief. 


Not a “Slave Labor’ Law 


Management can contribute its share of responsibility 
toward the enterprise system by doing its best to make 
the new labor law work in the interest of industrial 
peace. In the heat of the battle over the Taft-Hartley 
bill, the unions condemned it as a “slave labor’ bill. 
The arguments of unions against the measure were 
incorporated in substantial part in the veto message. 

Cooler judgment .. . and experience . . . with the 
operation of the new law will show the absurdity of the 
characterizations of the Taft-Hartley bill as a “slave 
labor” measure. The unions retain their basic gains. 
The principle of collective bargaining is preserved. 

The new law is an attempt to rectify the more 
glaring abuses of union power which have been revealed 
in the last few years. The disregard of the public 
interest by monopoly union power made inevitable an 
overhauling of the Labor Relations Act. 

The new act is the law of the land. And management 
should do everything it can to make the new law work. 
Management should use restraint in taking advantage of 
provisions of the new law. Here is an opportunity to 
work for industrial peace. 

America needs .. . and wants . . . industrial peace. 
Save for world peace, there is nothing more essential 
to the welfare of mankind in the next few years than 
industrial peace here in the United States. For upon 
industrial peace depends America’s capacity to produce. 
And production in turn is the remedy for most of the 
economic ills that beset this and other countries. 

The threat of inflation still hangs over this and other 
countries. The quantity of goods rolling out of the 
factories still does not match the volume of purchasing 
power resulting from war-time financing and the post- 
war spiral of rising wages. The public’s desire for 
industrial peace comes from the understanding that the 
most effective price control is production. The re- 
sponsibility of management, labor and government to 
keep the production machine going for the general wel- 
fare is greater than any group interest. 

I am sure management will recognize its share of 
the responsibility and work for improvement in relations 
with its employees. The new labor law is a step in the 
direction of better industrial relations. Properly ad- 
ministered by government, it will help bring out the 
production the country needs. 

Many managers of business regard the human rela- 
tions of industry as their most important responsibility. 
There is no question that the human factor is the basic 
factor in industry. Yet in stressing this side of indus- 


9 











try, management should not underestimate the tnancial 
side. And the nub of the problem of financing indus- 
trial expansion has become taxes. 


Tax Structure Must be Revised 


The present tax structure is a hangover of the social 
reform era of the New Deal, plus the superstructure of 
high war taxes. This combination is a serious impedi- 
ment to industrial expansion. 

The opposition in Washington to reduction in income 
taxes is based partly on the argument that tax relief 
now would be “inflationary.” That is another short- 
sighted judgment. 

What the country needs now is more investment for 
industrial expansion and less government spending. 
That means lower taxes—to release capital for invest- 
ment and to provide incentive for enterprise. Manage- 
ment should have greater incentive to work hard and 
take risks to improve the processes of production. De- 
prive management of incentive and you kill the spirit of 
enterprise. Enterprising management is the well spring 
of American progress. 

Billions of dollars in capital lying fallow in resting 
places should go into development of industry. The way 
to put these billions to work is to provide greater in- 
centive for investment. That can be done partly through 
revision of the tax structure, in light of current needs. 


Must Attract Capital 


It is the responsibility of management to attract 
capital for industrial expansion. That in turn means 
management must insist, patiently and firmly, upon a 
tax system re-written to current requirements. For- 
tunately, there is strong sentiment for this change in 
Congress. That sentiment represents insistent public 
demand. Soon or late, that demand will find expression 
in law. No party, or White House veto, can long with- 
stand such pressure. 

The initial failure of the tax bill to pass over a White 
House veto is a disappointment for business. The profit 
motive is the propulsive force in the enterprise system. 
And by “profit” I mean more than the profits that go to 
the owners of the business. I mean wages and salaries 
and other forms of gain which are derived from produc- 
tion and investment in the means of production. When 
the government takes one-fourth of this production, 
in the form of taxes, the interest of the producer in in- 
creasing his output is affected. 

It is time that the tax collector recognize this point. 
The taxpayer already understands it. 

Low taxes which stimulate production will yield more 
revenue than high taxes which discourage investment 
and production. That time-proven rule can be applied 
now with mutual benefit for government and taxpayer. 

In presentations of business views to Congress, the 
National Chamber has estimated that taxes may be cut 
considerably and still yield a surplus for debt repayment. 
In the long run, tax cuts will be more effective as a 
brake on rising prices than as a spur to inflation. I 
say this because industrial expansion depends upon 
investment incentive and incentive to invest capital 
depends heavily upon tax rates. 

The present tax structure is a drag upon the enter- 
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prise system. It has taken a lot of drive out of Ameri- 
can enterprise. 


In working for the freedom and the development of 
the enterprise system, the National Chamber program 
lays stress upon taxes and industrial relations. The 
Chamber has supported tax reduction and revision of 
labor laws in the presentation of business views to 
Congress. 


Sound Fiscal Policy Required 


In its 1947-48 program, the Chamber continues to 
emphasize comprehensive revision of the tax structure, 
reduction in public debt and encouragement of risk capi- 
tal to expand old and create new job-making enterprise. 
A sound Federal fiscal policy must be the keystone of 
national policy. Management has a responsibility to 
insist upon sound government finances. 

The Chamber’s program has been revised in the light 
of changing national and international problems. I 
do not-have time to go into this program in detail. I 
will point out that it has been brought up to date, in 
setting 1947-48 objectives, with an understanding of the 
great role of American enterprise in the world today 
and the great responsibility growing out of that role. 
The responsibility is especially heavy for business man- 
agement, 

In the final half of 1947, important decisions must be 
made on international questions. The question of the 
German settlement cannot be postponed indefinitely. 
The question of further American financial aid for 
Europe must be settled, too. The question of developing 
world trade through reciprocal agreements also impends. 

The decisions in these questions will have far-ranging 
effect upon business activity in this country. What those 
decisions will be remains to be seen. 

But bear in mind that the most potent economic 
force in the world is the force of American enterprise. 
The political decisions will be influenced by what hap- 
pens to business in this country. Russia has been count- 
ing on a post-war business depression in the United 
States to weaken the hand of the United States in 
world affairs. Moscow sees in the power of American 
enterprise the most formidable obstacle to the Russian 
design for world domination. 

The dynamics of American enterprise spring from 
the energies, the initiative and the aspirations of free 
men and women, working in voluntary cooperation for 
mutual benefit. That is not Moscow’s system. Russia 
courts delay in Europe while awaiting developments in 
America. 

This is America’s opportunity to lead and to show 
that free men can work as hard in peace as they fought 
in war. The markets of the world, and at home, cry 
hungrily for American food and goods. In this demand 
there is work for years to come. In the capacity of 
America to work is the salvation of the war-wrecked 
world. 





This is the text of an address by Mr. Shreve at the 
second round table conference at the Executives’ School 


of Credit and Financial Management, University of 
Wisconsin, this summer. We are happy to present Mr. 
Shreve’s message to all our readers. 
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PROTECTION FOR MATERIAL SUPPLIERS 


Adequate Bonds For Private Construction Are Essential 


by CHARLES G. ROTH 


Attorney-in-Charge, Surety Division, National Surety Corporation 


material on construction contracts has developed 

slowly but steadily. We find today that the law 

of most jurisdictions requires the public works 
contractor to furnish such a bond. There are a few 
exceptions such as Maine, South Carolina, Virginia, 
Kentucky and New York. In the first four states 
named, the State Highway Departments exact such 
bonds as a matter of policy. The state finance law in 
New York permits the State Comptroller to take 
bonds. For many years each incumbent of that office 
has adopted the policy of requiring bonds on state 
work, Even in the states which have no general bond 
law we find local laws and ordinances which require 
the political entities affected to take bonds. 


- Bond protection for the furnishers of labor and 
uu 


Mechanics’ Liens 


Under the common. law there was no such thing as a 
mechanics’ lien on real property. This right was created 
by statute in the early part of the nineteenth century. 
While its primary purpose was to assist owners in 
improving real property, the incidental aid given 
furnishers of labor and material assured its popularity. 
It was found that furnishers of labor and material 
preferred to work on contracts where lien laws pro- 
tected them. 


Since it has always been against public policy to 
allow liens on public property, private construction 
became the beneficiary of the lien laws, through pre- 
ferred performance, delivery and price. Public officials 
experimented with varying remedies designed to elimi- 
nate loss and attract subcontractors and materialmen 
to public works contracts. They inserted protective 
clauses in contracts. They demanded proof of claim 
payment as condition to release of estimates or final 
payments. They advocated laws creating liens on con- 
tract funds and laws requiring the public works con- 
tractor to furnish bond. 


BOND PROTECTION 


Most of the early bond laws required the contractor 
to furnish one bond. This bond guaranteed perform- 
ance of the contract and payment of labor and material 
furnishers. Usually, the owner was given priority. 
Sometimes the Owner’s claim exhausted the bond. The 
first federal bond statute, the Heard Act passed in 
1894, followed this pattern. It was found in practice 
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that this law was unsatisfactory because it delayed 
claimants and subjected them to technicalities and 
procedural difficulties which caused them to lose their 
rights. 


. Miller Act 


Demand and pressure for remedy finally brought 
about the adoption of the Miller Act in 1935. This act 
required the federal public works contractor to furnish 
two bonds viz: a performance bond and a payment 
bond. The first guarantees performance of the contract. 
The payment bond is for the exclusive benefit of fur- 
nishers of labor and material and guarantees payment 
of their claims. 


Dual Bonds 


The first dual bond law was adopted by the City of 
Lancaster, Pa., in 1892. Other political entities, in- 
cluding some of the states, followed this lead. Dual 
bond protection was found so much superior to the 
single bond system that it is gradually displacing the 
single bond system as outmoded; as in the federal 
public works field. 


Payment Bond 


The Miller Act payment bond merely provides that 
the contractor shall promptly pay all persons supplying 
labor and material in the prosecution of the work. The 
law permits the claimant to sue for any unpaid item 
which is more than 90 days old. 


Contractual Relations 


Only those laborers, subcontractors and materialmen- 
who have direct contractual relations with the prime 
contractor are given an unqualified right to sue on the 
bond. Those who have no direct or implied contractual 
relations with the prime contractor, but who do have 
contractual relations with a subcontractor may qualify 


This article is a condensation of the author’s 
address before the recent convention of the Na- 
tional Association of Credit Men. Anyone who 
desires the complete address, with supporting 
legal citations, may receive it by writing to 
National Surety Corporation, 4 Albany Street, 
New York City. 





11 














as a claimant only by giving written notice of their 
claims to the prime contractor within ninety days from 
the date on which they performed the last of their 
work or furnished the last of their material. The law 
provides for service of such notice by registered mail. 
While this is desirable to facilitate proof of service, 
the courts’ have held that service by regular mail or 
otherwise is sufficient. It is important to understand 
that the required notice must be served within the 
required time unless service thereof is waived or 
excused by conduct and knowledge of the contractor. 
The notice should state with substantial accuracy the 
amount claimed and the name of the party for whom 
the work was performed or to whom the material was 
delivered. The law does not require service of such 
notice on the surety, but notice to surety will not only 
facilitate proof of service but will probably bring about 
payment without necessity for suit. 


Suit on Bond 


The law provides that suit must be brought in the 
United States District Court for the district in which 
the contract was performed, and that it must be insti- 
tuted before expiration of one year following the date 
of final settlement. If suit becomes necessary the claim- 
ant should apply to the Comptroller General for a 
certified copy of contract and bond and for certified 
statement of the date of final settlement, as to which 
the Comptroller General is made final arbiter. As we 
have seen, it is necessary that a claimant furnish labor 
or material to the prime contractor or a subcontractor 
before he can acquire a right under the bond. A person 
who sells material to a materialman may not qualify 
as a claimant even though he gives required notice. 
The law is not clear on the right of a person who may 
furnish labor or materials to a sub subcontractor. Any 
such person would be well advised to give required 
notice within time and consider advisability of insti- 
tuting suit if his claim be not paid. 


Labor and Materials 


The general expression “labor and materials” is not 
defined in the law. It is limited and modified by other 
provisions of the law. Since the Miller Act is a remedial 
law the courts have inclined toward liberal interpreta- 
tion. For a proper understanding of the various types 
of labor, services and materials for which the courts 
allow recovery, it is necessary to study and analyze 
the many cases on the law books. Generally speaking 
most items of direct labor and physical materials are 
recoverable. Loans and advances are denied recovery, 
even though the proceeds are applied to payment of 
labor and materials. Insurance premiums are usually 
denied recovery on the ground that they are neither 
labor nor materials. While some of the courts were 
reluctant it may now be said the claims for freight and 
transportation are generally allowable. The courts also 
allow recovery for small repairs, small parts and tools, 
especially where used up or worn out on the contract 
work, i.e., where they are not repairs which make over 
and greatly increase value of equipment or constitute 
items of value which become part of contractor’s per- 
manent equipment. So fuel or other items wholly used 
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up or consumed in the work are allowed. Lumber fo 
forms, scaffolds, etc., which has fair salvage Value 
after use is still denied recovery. 






State Bond Laws 





The bond laws in the various states differ. An ex- 
cellent summary of the laws will be found in Chapter 
XL of Credit Manual of Commercial Laws, 1947. 








Mechanics’ Liens 






As we have noted, mechanics’ lien laws were adopted 
and amended from time to time for the protection of 
the furnishers of labor and material on private con- 
struction contracts. These laws differ widely in the 
various jurisdictions. An excellent summary is given 
in Chapter XXX of Credit Manual of Commercial 
Laws, 1947. Unless claimants are thoroughly conver- 
sant with the lien law provisions and requirements in 
the particular jurisdiction involved, they would be 
well advised to retain competent counsel. 

The lien laws follow two general patterns. Under 
one the lien claimants are given direct rights in and 
to the land and building. Under the second such rights 
are given only to the general contractor. Under this 
latter plan recovery on all lien claims is limited to the 
amount of contract funds which is due and payable to 
the general contractor. Claimants must be diligent in 
serving notice, since such service requires the owner 
to withhold funds from the contractor for application 
to the claim. 

Specific provisions in contracts may bar the filing 
of liens. There may be similar provisions in subcon- 
tracts, or express language adopting such provision in 
the prime contract. Such contract provisions have 
been held by the courts in some jurisdictions to bar 
the filing of proper lien. Contract provisions should 
be examined and where such provision be discovered, 
claimant should seek advice of counsel as to effect of 
such provision before extending credit in reliance of 
presumed lien rights. 
































Private Construction 





The history, trend and development of the construc- 
tion industry in this country point to the inevitable 
and ultimate adoption, for both public and private con- 
struction, of the following standard, viz: 

(a) fair competitive bidding practices, supported 
by adequate performance bond and 

(b) complete protection for furnishers of labor 
and material under separate payment bond in ade- 
quate amount. 









American Institute of Architects 





The need for attaining such goal has been recognized 
for many years. For the past thirty or more years the 
American Institute of Architects has been preparing, 
sponsoring and copyrighting contract and bond forms 
in endeavor to standardize forms, practice and pro- 
cedure, coupled with protection for furnishers of labor 
and material. As experience indicated need therefor 
these forms have been modified and improved. These 
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forms brought good results where used under advice 
of architects and lawyers. Their use brought hidden 


benefits to Owners who reaped the benefit of lower 


price, preferred deliveries and performance, timely 
completion and elimination of bad will which results in 
situations where there are disgruntled, unpaid claim- 
ants. The contractors, assured of timely deliveries and 
lower price, were able to reduce overhead expense by 
prompt, orderly performance. The rights created by 
these forms reduced the collection hazard and thereby 
attracted furnishers of labor and material, inducing 
them to make prompt delivery. Wherever competition 
developed for the business the situation brought lower 
price. 


Owner’s Protective Bond 


In 1940 the Owner’s Protective Bond was copy- 
righted by the Surety Association of America and 
adopted as a part of the standard forms of the Ameri- 
can Institute of Architects. It was an improved form 
prepared by a committee of surety underwriters work- 
ing in cooperation with a committee of the American 
Institute of Architects. 


Bonded Competitive System 


Despite the evident superiority of the Owner’s Pro- 
tective Bond over its predecessors, efforts to improve 
bond coverage persisted. As individuals and groups 
became convinced of the excellence and need for sepa- 
rate bonds, committees were appointed by the Surety 
Bond Underwriters, American Institute of Architects, 
Associated General Contractors, New York Building 
Congress and some of the Credt Men’s Associations. 
Gradually word got about that these groups had inde- 
pendent committees studying these problems. Views 
were exchanged. Joint meetings were organized. Di- 
vergent ideas were compromised or coordinated. These 
efforts culminated in 1946 with the issue of the im- 
proved dual bond forms which became known in surety 
circles as the Bonded Competitive System. 

The System provides for a performance bond and a 
separate payment bond to protect furnishers of labor 
and material. The premium is based on contract price, 
hence there is no difference in cost between 50% and 
100% bonds. Both bonds, the performance as well as 
payment, may therefore be in any penal amount, up 
to 100% of contract price, without increase of cost. 
The cost is 1% of contract price.. In most bidding 
situations the difference between the low bid and next 
higher bid is considerably in excess of 1% of the low 
bid. The System also provides for a Bid or Proposal 
Bond conditioned that the low bidder will, upon award, 
execute the final contract and deliver the required 
bonds. The System also provides the Lender’s Dual 
Obligee Rider which is issued, wherever requested, 
without additional cost. This rider protects Lender by 
assuring performance subject only to performance of 
Owner’s obligations to Contractor. It facilitates financ- 
ing of projects without impairing the Owner’s rights 
in the slightest degree. 

The Bonded Competitive System assures many ad- 
vantages. It promotes competitive bidding practices 
which assure lowest price for Owner. It attracts better 
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Is “Credit Man” a Misnomer? 


Francis J. McDermott, Vice-president, 

* Julius Schmid & Company, New York, in an 

address before the Drug Industry session at 

the national convention of N.A.C.M. in 

New York presented this rather challenging opin- 
ion about the title “Credit Man.” 

“The psychological impact of terminology is not 
to be ignored. , There is the growing belief among 
many earnest students of the situation, that the 
term ‘credit man’ is unfortunate in that it often 
builds up tense feeling between the prospective or 
active customer, and the house. Particularly is 
this manifested when the credit man visits the 
customer with the salesman. Why the credit 
man? the customer may think, and if the thought 
does occur to him, it is more likely to show in 
animosity, rather than friendliness. 

“For this reason, a new terminology might be 
considered. I know at least one house that now 
uses the term ‘credit promotion manager.’ To me 
this is a rather appealing title, because if the credit 
man is to really be a constructive force in the 
growth and expansion of the business, he must 
give much thought to credit promotion. By build- 
ing the proper relationship between the house and 
the customer, sales potentials may become sales 
actualities, and in this happy transition credit pro- 
motion must play its proper part. 

“Another instance has come to my attention, 
where the term ‘credit man’ has given way to 
‘customers’ relation man’ and this, too, has a 
pleasing connotation. If a house has proper rela- 
tions with its customers, and the customers enjoy 
proper relations with the house, there would seem 
to be no basis for serious or irritating credit prob- 
lems. In other words, the more a house can do to 
strengthen and improve its customer relations, the 
more firmly it is implementing itself into the 
customer’s business practices and buying habit.” 


contractors through assurance of award to lowest re- 
sponsible bidder. It increases number of prospective 
bidders. Prequalification gives greater assurance of 
responsible bidders. Elimination of credit risk tends to 
attract more subcontractors and suppliers to a con- 
tract. Resulting competition produces lower price. Cer- 
tainty of collection brings prompt performance, pre- 
ferred deliveries and timely completion which tend to 
decrease overhead expense and to benefit all interests 
connected with the project. 


Are Bonds Necessary? 


We can recall the tremendous increase in contracts 
during the war. Many contractors competed for con- 
tracts which were far beyond their previous experience, 
financial ability or organizational capacity. To facilitate 
the award of contracts to contractors who found it 
difficult to qualify for bond, the Government adopted 
the policy of waiving bonds. The prime purposes of 
this policy were (a) to expand the number of con- 
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tractors to whom contracts might be awarded, (b) to 
eliminate delays and (c) to save money by eliminating 
the expense of bond premium. Only the first purpose 
was accomplished, but at tremendous loss to the Gov- 
ernment in many instances. Subcontractors and sup- 
pliers curtailed extension of credit on unbonded con- 
tracts unless they had full confidence in the financial 
ability of the contractor. Subcontractors and suppliers 
tended to favor specific contracts to the detriment of 
others. By reason of material and labor shortages, ne- 
glect of the unfavored contracts tended to aggravate 
loss and expense. The Government was forced to adopt 
the expediences of cost-plus contracting, advance pay- 
ment and V-loans to assure deliveries to, performance 
and completion of many hazardous contracts. It was 
not long before it was found expedient to restore the 
payment bond. The Credit Men’s Associations per- 
formed excellent service for their members in helping 
to bring about the restoration of the payment bond. 
Browbeating and pressure by Government representa- 
tives failed to bring results. Restoration of the payment 
bond, by catering to the law of self-preservation, 
brought about the resumption of deliveries and exten- 
sion of credit interrupted by bond waivers. 


Public Will Demand Legislation 


The public has long been convinced of the need for 
fire and casualty insurance protection despite adoption 
of every known safety measure. When it acquires full 
realization that past record, experience and financial 
standing do not assure against default and loss, it will 
insist upon adoption of protective legislation. Until 
such time the use of the Bonded Competitive System 
is the only method by which (a) the Owner may be 
assured of timely performance at lowest price (b) the 
contractor may be assured of low price, prompt per- 
formance and preferred deliveries and (c) the pros- 
pective furnishers of labor and material may be given 
absolute assurance of prompt payment. 

Over the years we have received thousands of in- 
quiries relating to payment bond coverage from pros- 
pective furnishers of labor and material. This is a 
healthy sign. It indicates awareness on the part of sup- 
pliers that credit may be liberally extended only where 
the payment bond protects them. In responding, we 
have deemed it necessary to advise the inquirers when, 
in our opinion, the bond would not cover their claim. 
If similar inquiries were the order of the day on private 
construction, their cumulative effect would ultimately 
benefit the interests which extend credit. 

It is axiomatic that credit be more liberally extended 
in situations where payment is assured, i.e., on the 
bonded contract. Why should this not be made clear 
to Owners, Contractors, Architects, Engineers and 
Lawyers who deal with private contracts? Why should 
we not take the steps necessary to eliminate some of the 
tremendous losses of the past? According to the reports 
of the Marketing and Research Service of Dun and 
Bradstreets, Inc., during the ten year period from 1936 
to 1945 there were 1188 General Contractor failures 
involving $34,354,000.00 of liability, 3,858 subcon- 
tractor failures involving $63,748,000.00 of liability and 
180 other contractor failures involving $8,467,000.00 
of liability—a total of 5,226 contractor failures involving 
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$106,569,000.00 of liability—a yearly average of 522 
failures and $10,656,000.00 of liability. It may prove 
difficult to reduce or eliminate the failures and liability, 
but through use of the Bonded Competitive System it is 
certainly possible to avoid loss as result of any such 
failure. : 

We recall a defaulted contract some 15 years ago 
where there remained approximately $250,000.00 of 
uncompleted work. We negotiated with several con- 
tractors before requesting the Government to readver- 
tise and relet. The low and successful bidder submitted 
a bid to the Government in competition which was $35,- 
000.00 less than the amount for which he had been 
willing to undertake completion for us as surety. Here 
is certainly a strong argument for competitive bidding 
practices. 

In 1944, shortly after restoration of the payment 
bond, we had a contractor default involving 19 contracts 
scattered over seven southern states. Claims were filed 
under our payment bonds for more than $1,000,000.00 
by more than 600 claimants. There was no question 
concerning our liability for most of these claims. We 
made prompt payment. We received many pleasing 
letters from claimants who praised our prompt and 
efficient handling and disposition. We doubt that many 
of these pleased claimants realized how much they were 
indebted to the Credit Men’s Associations which fought 
for and successfully achieved restoration of the payment 
bond. 

We are informed that one supplier is so gratified 
with results on bonded contracts that it is giving serious 
consideration to the plan of authorizing its dealers 
countrywide to allow discounts up to 2% where sales 


_ are made on contracts covered by adequate payment 


bond. If other suppliers adopt and publicize such a 
policy, and if Credit Executives constantly inquire, in 
all questionable situations, whether the contract is 
covered by adequate payment bond, they will help 
speed the day when adequate payment bond protection 
on private, as well as public works construction, be- 
comes the rule rather than the exception. 


Commercial Finance 
Industry To Hold 
Annual Convention 


Finance Industry of the United States, compris- 

ing Factors and Commercial Finance Companies 

engaged nationally, regionally and locally in fi- 
nancing small and medium-sized businesses, will meet 
at the Annual Convention and Dinner of the Commercial 
Finance Industry, which will be held at the Waldorf- 
Astoria Hotel on October 20-21, 1947, under the 
auspices of the National Conference of Cornmercial 
Receivable Companies, Inc., the trade association for 
the industry. 

At the Convention, the expanding interest in the 
modern techniques of commercial financing, with par- 
ticular reference to accounts receivable financing, ma- 
chinery and equipment loans, advances on inventory, and 
the financing of mergers and reorganizations, will be 
featured. » 


~ Five hundred executives of the Commercial 
V) 
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BUSINESS MAN—WATCH YOUR STEP 


Working Man — Watch Yours, Too 


by EDWARD S. HORWITZ 
Secretary, Charles Meis Shoe Company, Cincinnati 


easier to be a knocker than a booster, and right 

at this minute we have many persons, some of 

them claiming special education and knowledge 
on the subject, who are preaching pure pessimism. 
They are telling us that instead of inflation we may 
have deflation ; that we are going to have an appalling 
number of unemployed with a great decrease in earning 
power, and that the stage is all set for another de- 
pression. 

Such prophets do not seem td give much considera- 
tion to the tremendous amount of accumulated savings, 
to the large amount of bonds held by the average citizen, 
and to the tremendous amount of money in circulation. 
Nor do they seem to pay much attention to the un- 
precedented backlog of practically everything that is 
needed for human comfort and necessity; nor do they 
seem to be concerned with the many new inventions 
resulting from the war effort which will be used in 
new and more useful products for human needs and 
enjoyment. 


= For some unknown reason it has always been 
u 


Pessimism Can Be Confounded 


There can be no question but that the situation now 
developing is one that calls for careful handling by 
labor, management and the Government, but if it is 
handled properly a new economy will arise from the 
ashes of the old, and while the National Income will 
not be as much as it was during the peak of war- 
time expenditure, it will still be considerably more than 
that of 1941. 

Nevertheless, these pessimists have done a good job. 
They have created fear and doubt in the minds of the 
public at a time when we are enjoying the greatest 
peak of peacetime employment and peacetime pros- 
perity in the history of our nation. Many so-called 
experts have predicted lower prices, in fact have stated 
in print and on the radio that prices had already begun 
to decline. By constant repetition they have led the 
consumer to believe that he can save money by wait- 
ing. This has led to a so-called buyers’ strike in many 
lines, which while not affecting appreciably the general 
level of sales, has injured many a small merchant who 
is not in a position to force sales by offering special 
bargains. 

This in turn has affected the volume of business 
passed on to those manufacturers and wholesalers who 
transact a large business with these independent mer- 
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chants of the smaller type. The condition is largely 
psychological but has resulted in considerable damage. 


Government Disregards Own Advice 


A good deal of the blame can be traced back to White 
House statements insisting that costs be lowered by 
business in general. Our government itself is the largest 
business by far in our nation, yet does not seem to 
want to take its own advice seriously or set a shining 
example for others. It is true we should try to lower 
costs all around, yet it cannot be done when labor costs 
are continually mounting, and when it costs more, not 
less, to produce most of the things the public wants to 
buy at a lower level: Surely no one, our government 
least of all, should wish to assume the position that 
either the manufacturer, wholesaler, or retailer must 
reduce prices ‘to a point that does not result in a legiti- 
mate profit and justify his continuance in business? 

The prophets who have been preaching lower prices 
in the press and on the radio are now making a com- 
plete about-face. Now they admit that prices are on 
the way up, and will probably continue to climb slowly 
for the balance of the year. 


Lower Prices Come Only from Lower Costs 


Everybody realizes that an adjustment must be made, 
or the fall will be hard when the inflated price struc- 
ture topples. Yet little is being done about it, except 
to father the thought and foster the desire, and spread 
misinformation. Lower costs,must originate at the 
starting point of production, whether it be by a reduc- 
tion in the cost of the raw materials, or of labor, or 
whether it be by means of new and improved methods 
and/or more efficient production. This saving could then 
be passed on to the wholesaler, retailer, and consumer, 
in the order named. And each of them in turn should 
strive by the exercise of good distribution and mer- 
chandising methods to hold down the handling charges, 
and contribute toward the saving to the ultimate con- 
sumer. 

Unless and until that happens, there can be no or- 
derly reduction in prices. Forcing the desired result 
in any other way, such as by a prolonged buyers’ strike, 
might seriously affect our economic structure, and act 
as a boomerang on those very persons who brought it 
about, by posing a serious unemployment problem. 

On the other hand, failure by passivity in bringing 
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about an orderly reduction in costs and prices would 
result in pyramiding costs and production to the satura- 
tion point where the public could not or would not 
make further purchases, either because the needs were 
satisfied, or because the means to purchase were lack- 
ing. This would set the stage for a real depression. 

While the price question probably rates highest in 
the business field, since on it depends the profit of the 
business, and the willingness or ability of the consumer 
to purchase the product and keep the business going, 
there are many other important factors that have a 
direct bearing on the success of any commercial enter- 
prise. Let us first consider the manufacturer and whole- 
saler from a sales angle. 


Personal Reconversion 


Heretofore, and during the entire war economy, the 
salesman has not been required to perform any function 
except that of an order-taker as there has been virtually 
no competition and all that was necessary was for the 
salesman to write the order and for the house to ship 
what they could. 

With the ending of the war this, of course, has all 
been changed, and. the era of competition is now in 
full swing. The salesman must now establish closer 
contact with his customer and must create a more 
friendly and personal atmosphere in connection with 
his selling. The product or service that he sells will, 
of course, have an important bearing on the sale, but 
the approach and personal contact will have a lot to 
do with it and the patronizing air of the last five years 
will have to be eliminated entirely. The time has come 
for the salesman to smile again, and be human. 

So far as the businessman is concerned he, too, has 
had to reconvert himself and get rid of the idea that 
has prevailed during the war that when he shipped a 
customer he was favoring him because he had been 
selling merchandise for which the demand has been 
greater than the supply, so that he had to allot among 
his customers the product of service he was selling, as 
a result of which he had, of course, been favoring his 
better grade of accounts. The new era of competition 
has changed all this, and he too must indicate to his 
customers that their patronage is appreciated, and that 
he is willing to re-establish normal relations by giving 
them the best of the service or merchandise that he has 
to sell at the most competitive prices and with the best 
possible delivery. 

He must again begin to counsel with his customers 
so that the service or merchandise he has to offer is 
best suited to the particular needs of each individual 
case. From now on every customer in his relation to 
his source of supply stands more or less in the relation 
of a patient to a doctor; each case requiring individual 
counsel and treatment. And the quicker the manufac- 
turer, wholesaler, or retailer recognizes this the more 
quickly will he adjust himself to the new economy. 


The Credit Department 
Another important factor in the failure or success of 
the manufacturer or wholesaler is his credit depart- 


ment. 
The war has resulted in. creatifig new conditions 
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and many new situations, some of them rather strange 
ones. Not the least of these is the beneficial manner in 
which it has affected practically all retail merchants 
Under these unusual conditions, with people having 
plenty of money to spend, most retail merchants have 
done a land-office business and probably would have 
done even still more had the merchandise been avail- 
able, and had rationing in many cases not interfered. 

It is nothing unusual to find that many retailers who 
before the war had extreme difficulty in taking care 
of their bills, and were classed as slow and unsatis- 
factory, are now enjoying good ratings and first-class 
credit. As a matter of fact, there are many cases of 
merchants with such poor credit that they had difficulty 
in obtaining merchandise on open account prior to 
the war, and in many cases issued worthless checks, 
who today enjoy an absolutely first-class rating. 


Floating with the Tide 


It must therefore be apparent that many merchants 
are enjoying prosperity and riding on the crest of the 
wave, not because of any particular ability to merchan- 
dise, but simply because of current conditions. Many 
of these merchants are poor merchandisers or inefficient 
from a business standpoint, and the transition back to 
normalcy and unhampered competition cannot but af- 
fect them very seriously. 

On the other side of the picture, the credit man for 
the past several years has not had much of a job on 
his hands in checking credits, and he too had been 
moving with the tide. To his credit it should be said 
that during this period most credit men have been 
utilizing their spare time by assisting the Sales and 
Accounting Departments, creating goodwill, and doing 
many other useful things. 


A New Era Approaches 


However, a big transition is now taking place which 
will seriously affect the financial status and business 
volume of many retailers. Those who are efficient 
businessmen and good merchandisers will survive, but 
many others will undoubtedly fall by the wayside. 

Even at this early date, it is already becoming ap- 
parent that there is a falling off of business in many 
localities with the result that at this moment there are 
probably more past due accounts than at any time in 
the past five years. 

It is up to the credit man to get his files in an up-to- 
date condition and to keep them that way, as he is 
going to need every bit of available information that 
he can possibly get regarding each customer’s personal 
and financial standing, business ability, and conditions 
affecting his business. The transition period is going 
to be tough on some localities, and there will be some 
casualties. Just who holds the bag depends on the 
credit man. 

Then, there is another angle to the credit situation. 
During the war there has been a marked decline in the 
number of firms in business, due to many reasons, 
such as entry into the armed forces, lack of materials 
and supplies, liquidation of gasoline service stations, 
contraction of the sales end of. the automobile industry, 
high wages in war industries, etc. 
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This has been changed with the advent of peace. 
Many service men have gone into business, some on 
inadequate or borrowed capital, some with lack of 
experience. Others will do likewise. New products and 
new services will attract men and women as lights 
attract moths. It is going to be difficult to separate the 
wheat from the chaff, the deserving from the unde- 
serving, those with ability and good prospects from 
those of poor judgment and inefficiency. The credit 
man must reconvert himself to the new method of 
checking credits, and scrutinize each case individually, 
and on its own merits. Ratings are no longer reliable 
under present changing conditions. They are probably 
three months old when the rating book appears. In 
numerous cases they do not reflect the unsatisfactory 
methods and habits of the customer before the war. 
Up-to-date reports are necessary and even these are 
not often fully informative. 


And still further, there will be many new firms with 
impressive looking and high sounding names. Some 
will be owned by men or women who have already 
taken the creditman for a trip to the cleaner. Obtain 
from mercantile agencies or direct from the customer, 
the name of the owner and also the manager. Bank- 
rupts often masquerade as manager under cover of 
somebody else’s name. 


A business is orily as honest as the conscience of its 
owner, and only as efficient as his ability. Know with 
whom you are dealing. Truly, the coming era. will 
challenge the ability and ingenuity of the credit man. 


The Trend Has Begun 


The separation of the wheat from the chaff has 
already begun. Merchants in many localities have 
slowed up in their payments. In fact, some have al- 
ready resorted to the old practice of issuing postdated 
checks, strung out over a period of several months, to 
satisfy the insistent demands of their creditors. While 
this is not a satisfactory method of settlement, it prob- 
ably clears the account more quickly than if suit were 
filed, This is a matter for the judgment of the indi- 
vidual credit man. 


Many retailers have accumulated a_ substantial 
amount of money in government bonds. Should any- 
thing go wrong with the business, it is going to be 
extremely difficult for creditors to locate these bonds, 
and practically impossible to realize on them. This will 
be a matter entirely within the honesty and integrity 
of the retailer who finds himself in hot water. 


It is a rather curious fact, but no person who has 
entered business in the last five years knows what com- 
petition is, how it will affect him, or how to meet it. 
Of course he can learn but he will have to learn quickly. 
This situation represents to a large degree the basic 
difference between operating in a seller’s and a buyer’s 
market. The pitfalls in the path of such a merchant can 
well be realized by those who know. In this class is the 
credit man, who will have to guide and advise such 
accounts already on his books, and be cautious about 
taking on any new ones in this category. 


A vivid example of the situation unfolding before 
our very eyes is furnished by an interesting case that 
has just come to my desk. 
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“If that first check doesn’t bounce, 
just let me know and I'll pay you 
the full amount immediately” 





One of our salesmen sent in a substantial order for 
a customer in South Carolina. Investigation disclosed 
the fact that this dealer is asking his creditors to 
accept a 40% settlement, regarding which he said 
nothing when placing the order. However, the most 
interesting fact is the condition disclosed by his last 
financial statement, made on January 21, 1946. Here 
it is: 


ASSETS LIABILITIES 
Cash on hand .... $1,200.00 Accounts payable, 
Cash in bank .... 3,700.00 not due ....... $1,200.00 
Merchandise ..... 15,000.00 Note payable bank 2,500.00 
War bends... ... 2,000.00 
Equipment ...... 1,000.00 

oe Net worth ...... 19,200.00 

ROME Actas eek ent $22,900.00 —_ 
Insurance on merchandise, es ,900.00 
$12,000.00. Sales for 1945, $80,000.00. 


Yet within less than sixteen months his situation 
had changed to such an extent that he felt it necessary 
to call on his creditors to cancel 60% of his indebted- 
ness for a prompt settlement. Furthermore, this man 
has a good location on the main street of a large city. 
The purpose of this example is to prove how quickly 
an apparently good business risk can deteriorate into 
a poor one. The transition was quicker than the in- 
terval of sixteen months might indicate, because it 
actually took place in much less time, as he stopped 
paying bills long before then, and permitted them to 
reach the hands of attorneys. 

(Continued on Page 42) 
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EVERBERG ON TRUST RECEIPTS 


Legal Device Can Be A Hazard to Unwary Credit Men 


by CARL B. EVERBERG 


Attorney-at-Law, Boston 


condition we were informed that practically all 

his merchandise was held under trust receipts. 

Will you: please explain whether the dealer has 
any ownership or equity under such circumstances? 

It depends somewhat upon where the trust receipts 
transaction functions. Some states regard these devices 
as either chattel mortgages or conditional sales and 
refuse to give effect to the security they purport to give 
the holders of the so-called trust receipts. But let us 
first give an idea as to the intent and purpose of the 
transaction and how, in the states favorable to them, 
they afford a security to banking and lending institu- 
tions considerably superior than that given by chattel 
mortgages or conditional sales. 

Originally a device limited to operations in the im- 
port trade, the trust receipt has become in many places 
a newer and better method of securing repayment of 
loans made to dealers for the purchase of merchandise. 
Its commonest use is in connection with the sale of 
automobiles; however its employment has spread into 
many other lines, there being no reason why it is not 
as useful to finance a dealer of refrigerators or radios 
as a dealer of automobiles. 

The dealer, needing funds with which to obtain a 
stock in trade, applies to a bank or finance company to 
assist him. If he were to follow the old-time mechanics 
he would buy merchandise and give a chattel mortgage 
on it to the lending institution. But under the trust 
receipts transaction the dealer takes no title—the bank 
does. The bank becomes the owner of the machines, 
equipment or goods. The banker under the typical trust 
receipt transaction, takes the bill of lading to its order, 
either paying or accepting a draft upon it. The goods are 
then acquired by. the dealer by having the bill of lading 
(the document of title) indorsed to him or delivered to 
him. But the banker gets a trust receipt from the dealer 
in exchange for the shipping document(s). This ex- 
change, however, does not result in the dealer becoming 
owner of the goods; the recitation in the trust receipt 
militates against any such notion. 


= Recently in checking a certain dealer’s financial 
» 


Just What Does It Do? 


What then does the average trust receipt recite? It 
acknowledges receipt by the dealer of the machines 
(goods, wares and merchandise) described in the docu- 
ment or attached to it. The dealer further acknowl- 
edges that the machines are the property ofthe lender ; 
that he agrees to take and hold them, not to use them, 
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and agrees to return them to the lender (or his assigns ) 
on demand. He further agrees that he will not sell or 
dispose or pledge the goods, except that he will sell | 
them in the regular course of trade and keep the proceeds 
in a separate account clearly earmarked. 

Certainly the lender has a security as nearly perfect 
as human ingenuity has been able to devise. He keeps 
the title and he has the right to the goods at any time. 
If he wants to take back possession he does not need to 
go through the red tape of foreclosure proceedings as 
he must in the case of chattel mortgages. What does the 
dealer have? Nothing which his creditors can reach 
(at least in states which recognize the validity of trust 
receipt transactions ). 


No Notice Required 


The credit manager in the question above discovered 
the fact that a certain dealer held practically all his 
merchandise under trust receipts. In whatever manner 
this information came to our questioner (probably by 
interrogating the dealer), it happens that except for a 
limited type of constructive notice in a small number of 
states (under the Uniform Trust Receipts Act) there 
is no requirement of public notice as in the case of 
a chattel mortgage. In most states therefore a trust 
receipt is in the nature of a secret lien. Hence, if a 
supplier of credit sells to a dealer in ignorance of the 
fact that his stock in trade is under a trust receipt, he is 
at a disadvantage because whether he attaches, or levies 
on the goods, his rights are subject to the lender’s secur- 
ity. They (the goods) are in truth not the dealer’s at 
all—title to them is in the lender. In the case of chattel 
mortgages, the lien of the mortgagte is not effective 
against third persons unless it is recorded according to 
statute and subscribers to mercantile agency reports may 
keep posted on any given customer in respect to any 
incumbrance which must be publicly recorded. However, 
in the case of trust receipts, there is ordinarily no method 
of acquiring knowledge of them except:by direct inter- 
rogation. 

It is because a few states regard the chief purpose of 
the trust receipt transaction as to avoid the statutory re- 
quirement of recording, that they hold them to be no 
more than conditional sales or chattel mortgages and 
they must therefore be recorded according to the statu- 
tory requirements for such instruments to give them 
validity as against third persons. See Ohio Savings Bank 
v. Schneider, 202 Iowa 938. 

The Uniform Trust Receipts Act, adopted in perhaps 
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INSURANCE SERVES 
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The Service of Insurance is two-fold. While Restoration is the ultimate function of 
insurance, through reimbursement for losses sustained by policyholders, the Capital 
Stock Insurance Companies of America with keen foresight and economic wisdom 
have always envisioned the great importance of Fire and Accident Prevention. 


Today the extraordinary postwar increase in Fire Losses and Automobile and Other 

Accidents greatly emphasizes the Preventative Service of the Insurance Industry. 

This service was inaugurated many years ago with the planning of far-reaching 

programs of research and public enlightenment carried on by National Associations, 

created by the insurance companies for this purpose. Year after year these programs 

have been continued and expanded. Great has been the saving of Life and Property 
- through them. 


With the present drastic increase in the number of Fires and Accidents, the insurance 
companies and National and State safety organizations are redoubling their efforts 
to awaken the public to these great threats to our economy. The cooperation and 
vigilance of all citizens, home-owners and business concerns are essential to the suc- 
cess of this vital Fire and Accident Prevention Service. 


COMMERCIAL UNION-OCEAN GROUP 


Commercial Union Assurance Company Limited 
The Ocean Accident and Guarantee Corporation, Limited 
American Central Insurance Company The Palatine Insurance Co. Ltd. 
The California Insurance Company British General Insurance Co. Ltd. 
Columbia Casualty Company Union Assurance Society Ltd. 
The Commercial Union Fire Insurance Company of New York 


HEAD OFFICE « ONE PARK AVENUE + NEW YORK,N.Y-. 


* Fire due to carelessness may cost our country 60 million dollars and 10,000 lives within the year. 
* Deaths resulting from automobile accidents have already increased 30%. 
* In 1946, one out of thirteen persons was the victim of disabling injury. 
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fess than a dozen states, has given recognition to the 
trust receipts type of security. Under its provisions a 
specimen copy of the contract under which the parties 
operate, is to be filed with the office of the Secretary of 
State within 30 days after the loan is made. When such 
filing has been made the lender’s security is paramount 
to creditors of the dealer for the period of a year, but 
at the end of that period there may be a further refiling. 
The Uniform Act permits the lender, furthermore, upon 
repossession, to give notice to the dealer of his intention 
to sell, and to sell the goods, to apply the proceeds to 
the debt and to hold the dealer liable for any deficit, but 
the dealer is also entitled to receive any surplus. The 
recording required under this Act gives one little enough 
information, since only a specimen copy of the contract 
must be filed and that any time within thirty days. 


Let the Lender Beware 


It is interesting to note, however, a certain vulner- 
ability to which the lender is subject in a trust receipt 
transaction. This is a vulnerability which arises from 
the jealousy of the law to protect the rights of bona fide 
purchasers in certain cases. If, for example, I should 
purchase an automobile from a dealer who held the cars 
on his floor under trust receipts, I would technically not 
be acquiring title to the car. And if the dealer should 
default in turning over the proceeds of the sale accord- 
ing to the requirements of the trust receipt, it might be 
assumed that the lender could seize the car (because 
title has not passed from him). Many a lender has 
taken possession of property sold under such circum- 
stances, either through legal process or otherwise. And 
there has been considerable litigation over whose rights 
were paramount, the lender’s or those of the innocent 
purchaser. 


As an example of such litigation there is the case of 
Handy v. C. I. T. Corp. 291 Mass. 157. The finance 
company took title to an automobile ; then it got a trust 
receipt from a dealer giving the usual recitals that he had 
received the car from the finance company, that he would 
return it to the latter on demand, etc. The dealer then 
took the car to his salesroom and displayed it for sale, 
the finance company being aware of all this and insisting 
on no method of notice to customers that it had a claim 
on the machine. The trust receipt in this case required 
the dealer to obtain the written consent of the finance 
company to sell the car at a certain price. The dealer, 
however, sold the car without the written consent of the 
finance company, taking a conditional sales agreement. 
The dealer never paid anything to the finance company 
and it repossessed the machine while it was being gar- 
aged by the same dealer who had executed the trust 
receipt. The buyer of the car (from the dealer) then 
brought action against the finance company for con- 
version of the automobile. The finance company con- 
tended that it had at all times the legal title to the car 
and had the right to repossess it; that one cannot pass 
on a title to another which he does not have. 

The court said: “An owner’s rights in his chattel are 
protected to every reasonable extent. . . . There are 
however equitable considerations in favor of a bona fide 
purchaser of such property intrusted by the holder of 
its legal title to the possession of another with authority 
to sell. .. . The evidence in the case at bar warrants the 
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In a recent decision, the U. S. Tax Court has 
held that in cases where long overdue notes (taken 
on slow accounts) have been sold at a substantial 
loss, such a loss is to be considered a capital loss 
and not an ordinary business loss. This is an im- 
portant decision and will effect the tax liability 
of businesses that are relying oh long overdue and 
nearly worthless notes receivable as a source of 
deduction from taxes. 

—Boston Credit Men’s Association’ Bulletin 


conclusion that the contractual relationship between the 
finance company and the dealer under the instrument 
signed by the latter is to some extent that of principal 
and agent. [Italics ours.] The finance company, as 
owner, authorizes the sale of the automobile on certain 
conditions and leaves possession of the automobile in 
the hands of the dealer as its agent. The sale by the 
dealer is made by him as agent of an undisclosed 
principal.” 

While the above case arose before Massachusetts 
adopted the Uniform Trust Receipts Act, this legisla- 
tion makes a specific provision for the protection of 
bona fide purchasers from the “trustee” (as the dealer 
is termed in the Act). And this in spite of the recording 
which usually is notice to all parties, creditors or 
purchasers. G. L. C. 255A sec. 9. 


In passing it should also be noted that in those states 
which have passed so-called Factors Acts, third persons 
who deal with an agent believing him to be the owner 
of goods and make advances to the dealer on the security 
of the goods held under trust receipts, are generally 
protected. Here again the holder of trust receipts is 
subject to the analogous vulnerability mentioned above. 


Another Hazard 


Finally, there is an interesting hazard to which a 
banker may submit under these trust receipts trans- 
actions. When the lender indorses the negotiable bill 
of lading to the dealer, he is for at least a short time, at 
the complete mercy of the honesty of the dealer. For, 
as the holder of an order bill of lading, the dealer has, 
under the law pertaining to bills of lading, the legal 
power to negotiate it to an innocent purchaser for value. 
If the dealer should thus wrongfully negotiate the bill 
of lading the rights of the lender are completely cut off. 
Undoubtedly finance companies and banks are resource- 
ful enough to surround their transactions with pre- 
cautions against the possibility of such things happening. 
Yet they have happened and we have several leading 
decisions to attest to the fact. Commercial Nat. Bank 
v. Canal-Louisiana Bank, 239 U. S. 520 Roland M. 
Baker Co. v. Brown, 214 Mass. 196. 


Iuet the credit manager be circumspect therefore, in 
ascertaining, by direct questionnaire if no other source 
of information be available, whether the stock in trade, 
equipment, on the floor of a dealer is under trust receipts. 
For there is nothing so visionary as a creditor’s rights 
against such merchandise (except in those few states 
which condemn trust receipts). In the case of a chattel 
mortgage the creditor has at least the right to attach 
the equity of the mortgagor, but there is no such thing 
as an equity in merchandise under trust receipts. 
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VERBUM SAPIENTI SATIS’ | 


Suppose two cars of identical make, 
in identical condition, 
with drivers of identical ability, started to race 
at the identical nines one powered with high test 


| gasoline and the other with kerosene, which do you think would win? 
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STREAMLINING CREDIT WORK 


Do Statements Really Achieve Anything Worth While? 


by ALBERT PAULY 


Credit Manager, Samuel Cabot, Inc., Boston 


Is that statement necessary? It may be, or it 
may not be necessary, but why not let your cus- 

«tomers decide whether it can be discontinued. 

For years we have made a practice of sending 
statements on current items only to those of our cus- 
tomers who require statements for reconciliation pur- 
poses. We still make statements on all accounts where 
the amount involved makes such action expedient, and 
naturally we make out statements on all accounts that 
go overdue. 

We have, however, saved a great deal of labor and 
expense by eliminating that portion of our statement 
work on current accounts where the customers do not 
desire nor require statements. 


Half the Work Eliminated 


We recently made an analysis of an average month 
to determine just what percentage of our statement 
work has been eliminated and we can say positively 
that we have saved over 50% in number of accounts 
and close to 50% in items posted. 

Our customer list can roughly be divided into two 
groups. The first group comprises our agents and 
large buying customers who order repeatedly during 
the month. Most of the statements that we now make 
out go to this group because the number of items being 
numerous, the need for the summary statement is 
greater. 

The second group consists of those customers who 
buy only once, or at the most, a few times during the 
month. It is in this group where we have eliminated 
most of the statement work, and in which we make 
our greatest saving of time and expense. Any cus- 
tomer in this group can have a statement if desired, 
but most of them do not require a statement, because 
the number of items involved are few. Thus the cus- 
tomer does not require the statement for verification 
purposes. The total number of customers in this group 
is more numerous than the first mentioned group, and 
that accounts largely for the more than 50% saving 
in statements eliminated. 


Do Not Ask Statements 
In our own case, we do not require statements from 
our supply houses ahd while we do receive quite a 


few, we would be glad to give permission to have them 
eliminated. The only time we require a statement is 
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on that rare occasion when an invoice goes astray. 
Then we merely ask for copies of it. In our opinion 
the great amount of time spent in making verifications 
is all out of proportion to the small amount of time 
required to make a correction when this becomes neces- 
sary. 

As we have received several requests lately from 
nationally known concerns asking permission to elimi- 
nate the statement, we know that the subject is receiv- 
ing attention from other credit managers. We believe 
that it offers great possibilities to those concerns which 
can adapt the idea to their own individual needs. 

When we adopted our present methods, we sent a 
double post card to our list of customers stating our 
desire to economize upon the statement work by dis- 
posing of that portion that was not needed for the 

(Continued on Page 32) 


ELEVATORS 


“Well, what do you think of my 
proposition, Mr. Carter—is it a deal?” 
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profitable 
business’ 


That was the general impression... 
But Credit Interchange members knew 
that the opposite was the case. Months 
in advance of the closing, they had the 
facts—as shown by this report. This 
was the danger signale— enabling them 
to put on the brakes in time. 
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and-labor-saving medium, free and 
unrestricted exchange of ledger expe- 
rience, as exemplified by the report, 
has become one of the most important 
and fundamental features of modern 
business. A single inquiry brings you 
this carefully tabulated information 
from many suppliers — in all lines of 
industry —in all parts of the country. 


Ask the Credit Interchange Bureau in your area for detailed information—or write 


Credit Interchange Bureaus 


NATIONAL ASSOCIATION of CREDIT MEN 


Offices in more 


than 50 principal ' . 
ae 512-514 Arcade Building . . . ST. LOUIS 1, MO. 
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ADAPTABILITY BREEDS SUCCESS 


Your Good Credit Risk Moves With The Times 


place. Some of them create 

opportunities which, grasped 

in time, lead to great fortunes. 
On the other hand, failure to recog- 
nize the full import of any change 
may result in serious loss. Credit- 
ors, therefore, find careful evalua- 
tions of changes very much worth 
while. 

One field in which an interesting 
series of changes has taken place is 
lighting. The Album of American 
History, Colonial Period, shows 


= Changes are constantly taking 
® 


pictures of rush lamps and betty 
lamps used by the Puritans. It 
states that candles were used also 
but were too expensive for most 
people unless made at home. For 


nearly two centuries no radical 
changes appear to have been made 
in lighting. Then on June 17, 1816, 
the Baltimore city council passed 
an ordinance permitting Rembrandt 
Peale and others to manufacture 
gas, lay pipes in the streets and 
contract with the city for street 
lighting. 

Introduction of gas lighting, how- 
ever, was slow. Since it was a 
radical change from the common 
method of lighting in those days, 
states Alexander Forward in the 
Encyclopaedia Britannica, it was 
regarded with fear by many people. 
Used first for street lighting, it was 
later used for lighting public build- 
ings and the homes of a few wealthy 
citizens. Mr. Forward points out 
that it was not until between 1865 
‘and 1875 that the use of gas for 
home lighting made any great 
progress and all this lighting, of 
course, was in cities. 

After 1860 kerosene lamps and 
lanterns began to displace older 
forms of lighting wherever gas was 
not available and even to some de- 
gree where gas mains passed homes. 
The kerosene lamp, of course, was 
not so great an innovation as the 
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by J. E. BULLARD 
Special Writer 


gas light. It was a decided im- 
provement over oil lamps of the 
past. 

By 1882 something really radical 
in lighting was made available to 
the people of New York City. That 
year Thomas A. Edison started the 
first central station in the United 
States. It was a little, inefficient 
1,200 horsepower plant supplying 
current for lighting to an area of 
12 city blocks. The incandescent 
lights used, however, were the first 
of any kind which did not depend 
upon a flame to produce the light. 
From this small start grew the pres- 
ent electric power industry. 


Rates Continually Decline 


At the start the cost of electric 
lighting was beyond the reach of 
the average family. The rate for 
electricity was 25 cents per kilo- 
watt hour and the carbon lamps 
were inefficient. Rates, however, 
continued to go down and by 1910, 
when tungsten lamps were coming 
into more and more general use, the 
average domestic rate had dropped 
to 9.62 cents while the new lamps 
required only about one fourth as 
much current as carbon lamps to 
produce a given amount of light. 
The time had come for those en- 
gaged in the manufacture and dis- 
tribution of gas lamps to give care- 
ful attention to what this change 
meant. Those who did not were 
pretty certain to experience serious 
difficulties in the not distant future. 

One manufacturer of gas lamps 
employed at about this time the best 
research worker he could find and 
started him working on the problem 
of designing a better and more 
efficient room heater than anything 
on the market at that time. As a 
result, after the first world war, he 
was able to manufacture and dis- 
tribute such a heater and met with 
sufficient success to offset the fall- 


ing off in volume and net profits in 
the manufacture and sale of gas 
lamps. Those who did not see the 
handwriting on the wall, in time, 
became poorer and poorer credit 
risks. 


How Electricity Has Spread 


Unlike the gas industry, that is, 
the manufactured gas industry, 
which never has solved the problem 
of long distance distribution, the 
electric power industry kept extend- 
ing its lines farther and farther into 
the country and at the same time 
improved the dependability of its 
service. How universal electric 
lighting has become is indicated by 
a table in America’s Needs and Re- 
sources, published by the Twentieth 
Century Fund. This table shows 
that, in 1940, 78.7 of all the hous- 
ing units in the United States were 
electrically lighted. In the cities 
95.8 per cent of all the housing units 
had electric lighting, 77.8 per cent 
of the rural non-farm and 31.3 per 
cent of the farms. By 1940 the aver- 
age domestic rate for electricity had 
dropped to 3.84 cents per kilowatt 
hour. Obviously, the manufacturers 
and distributors of oil lamps and 
lanterns and of chimneys each. had 
to find something to fill in the gap 


- caused by the inroads of electric 


lighting. 

The gas and the petroleum indus- 
tries had developed new markets 
for their products before there was 
any serious falling off in the light- 
ing market. It was the small busi- 
ness dependent upon gas lighting or 
kerosene lighting which suffered 
most if it had not looked ahead. 

Electric lighting created new op- 
portunities. It can be said that it 
gave birth to the new profession of 
illuminating engineering. It gave 
employment to more and more re- 
search workers because. the effort 
to improve the quality of electric 
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lighting and to reduce its cost has 
increased rather than decreased. 
The electric sign business became 
more and more important. The 
number of electric contractors has 
increased to a marked degree. Many 
other new lines of businesses have 
come into existence due to electric 
lighting. This does not mean, how- 
ever, that lighting has reached a 
static condition and there will be no 
great changes in the future. It 
does mean that great changes have 
taken place during the past 75 
years, changes which have been 
greater than all those which took 
place for centuries before. 

Another field in which there have 
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This is Me Tett 73 Gamble 


with your receivables 


Sound business judgment tells you that 
your accounts receivable are important 
assets at all times... . subject to risk at all 
times . . should be protected at all times. 
Today credit losses are climbing and no 
one knows how far this trend will go. Jt’s 
time to watch your receivables. 


Look at your own statement. A large per- 
centage of your working capital is repre- 
sented by your accounts receivable. This 
is not the time to gamble. This is the time 
to be sure that your working capital is 
protected . . . that no jump in credit losses 
would wipe out your profits. 


Manufacturers and wholesalers in over 


150 lines of business today carry American : 


American 


Credit Insurance | 


Pays you when 


Credit Insurance . . . which GUARAN- 
TEES PAYMENT of your accounts 
receivable for goods shipped . . . pays you 
when your customers can’t. 


Send for facts on credit loss control. 
Knowing the facts about American Credit 
Insurance and Credit Loss Control may 
mean the difference between profit and 
loss for your business . . . in the months 
and years of uncertainty that lie ahead. 
Write today for full information. American 
Credit Indemnity Company of New York, 
Dept. 47, Baltimore 2, Md. 
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been changes and which it seems 
well worth watching is refrigera- 
tion. People now living can re- 
member when the banks of the 
rivers and the shores of lakes in 
the northeastern states were dotted 
with ice houses. Harvesting ice 
gave the men of that section em- 
ployment during the winter. Then 
more and more of the water became 
polluted and natural ice bécame less 
and less safe to use, especially if it 
was used for cooling drinks. 

Mechanical refrigeration made it 
practical to freeze pure water into 
cakes of the desired size and arti- 
ficial ice came more and more to 
displace natural ice. Ice could be 
frozen in the quantities desired at 
the locations most convenient to 
where it would be used and when 
it was in demand. This saved trans- 
portation and also storage. It made 
ice available in climates where nat- 
ural ice could not be harvested but 
where it was most needed. Since 
this change to artificial ice nearly 
all of those old ice houses have dis- 
appeared entirely. What was once 
a profitable business no _ longer 
exists. 

Mechanical refrigeration led to 
air conditioning and after the first 
world war domestic mechanical re- 
frigerators came on the market in 
volume and more and more sales 
effort was exerted to sell them. 
America’s Needs and Resources 
gives the percentage of mechanical 
refrigerators to wired houses in 
1925 as less than one. By 1940 
there were 64 homes owning me- 
chanical refrigerators to every 100 
which were wired and, in 1942, 72 
of each 100 wired homes owned 
mechanical refrigerators. In 1940, 
98.5 per cent of all city homes in 
these states where harvesting nat- 
ural ice formerly was such big busi- 
ness were wired, 86.7 per cent of 
the rural non-farm and 44.3 of the 
farm homes. This indicates what 
happened to the ice industry. 


Refrigeration in Reverse 


The end of the changes which 
may result from mechanical refrig- 
eration, however, are not even in 
sight. Much publicity has been 
given recently to the heat pump 
which can be considered as a re- 
frigerating plant operated in re- 
verse, that is, to generate heat 
rather than cold. At the Semi- 
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Annual Meeting of the American 
Society of Mechanical Engineers 
held in Chicago, June 16-19, 1947, 
E. B. Penrod, head of the Depart- 
ment of Mechanical Engineering, 
University of Kentucky, contribut- 
ed a paper on heat-pump installa- 
tions. He reviewed the work al- 
ready done and stated that, with 
current at a cent a kilowatt hour, 
heating with heat-pumps now avali- 
able could compete successfully with 
oil or gas. Electric power com- 


.panies are going ahead with much 
. research and experimenting with 


this form of heating plant. One of 
its advantages is that no chimney 
is required. No combustion takes 
place. An electric motor drives the 
mechanism which produces the heat. 

Enough installations have been 
made to provide the data needed to 
determine what changes and im- 
provements will have to be made 
to make this form of heating uni- 
versally acceptable. It is no more 
possible to predict with accuracy 
just what the final result will be 
than it was in 1890 to predict the 
future of electric lighting. Just as 
the incandescent electric light, how- 
ever, was the first source of light 
not dependent upon a flame, the 
heat-pump is a source of heat not 
dependent upon a flame. A home 
heated with it and using electricity 
for cooking and lighting would be 
a home without a fire or flame in it 
at any time of the year. Just what 
such a change would mean to pro- 
ducers and distributors of solid, 
liquid and gaseous fuels can readily 
be imagined. This, therefore, would 
appear to be a change or at least 
possible change to watch. 


War Brings Great Changes 


Changes have a way of becoming 
more marked after a major war. 
One of those after the civil war was 
in the field of transportation. 
Harry T. Newcomb, LL. M., states 
in the Encyclopaedia Britannica that 
in 1860 there were 30,283 miles of 
railroad in the United States with 
only 1,840 miles west of the Missis- 
sippi. By 1870 the total mileage 
had grown to 53,878 miles, with 
12,191 miles west of the Missis- 
sippi. In 1880 the total was 94,671 
miles with 31,435 miles in the west. 
In 1890 the respective mileages were 
163,597 and 70,622, in 1900 they 
were 193,346 and 84,582, in 1910 


they were 240,430 and 113,184. 

What such a change can mean 
is illustrated by the experience of 
one country store. A civil war vet- 
eran bought this store shortly after 
he was discharged. He borrowed 
the money he needed from his 
father-in-law. Together with the 
store he bought some acreage of 
land and a large house in which to 
live. In ten years he paid back all 
he had borrowed and from then on 
continued to do a prosperous busi- ' 
ness as long as he lived. This store 
was located in a village surrounded 
by farms which provided their own- 
ers with a very good living. As the 
sons of these farmers grew up, 
however, a large percentage of them 
looked toward the cities for oppor- 
tunities greater than they thought 
farming could offer. Those who 
liked farming yearned to try their 
hands at farming the flat, stoneless 
land in the mid-west, where there 
seemed to be no limit to the size 
of a farm, where machines could be 
used to the best advantage and 
where it appeared more money 
could be made than on any New 
England farm. 

The net result was that more 
and more of the farms from which 
the store attracted most of its cus- 
tomers were sold. The purchasers 
of them were mostly immigrants 
who had farmed in their own coun- 
try, were not accustomed to as high 
a standard of living as prevailed in 
that river valley and were accus- 
tomed to hard work. Within a 
comparatively few years there came 
to be a decided change in the store’s 
trading area. A woman who was 
driving to this village and lost her 
way called at house after house to 
get directions and said that she 
drove ten miles before she found 
anyone who could speak English. 
This was in the early 1920s. 


Involuntary Decline 


The sons of this store owner prac- 
tically grew up in the store and 
as soon as they were old enough 
worked in it. The son, therefore, 
who took over the ownership of 
the store after his father’s death 
certainly knew the business. He 
never was as good a credit risk, 
however, as his father always had 
been. Too complete a change had 
taken place in the trading area of 
the store. A trolley line which had 
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been built through the village and 
which made it easy for people to 
go to the city did not*help. His 
father had one thing in common 
with a goodly percentage of the cus- 
tomers when he and they were 
young. They and he were civil war 
veterans. The son could not even 
talk the language of the new owners 
of the farm. So, they just natur- 
ally traded more and more at the 
new store owned by one of their 
own nationality. It became more 
and more difficult for this son to 
make ends meet. The time came 
when he had to do the remodeling 
needed to change the two story 
homestead into a two family house 
and rent the upper story. 

It was customary to criticize 
farm boys for not staying on the 
farms but a table in America’s 
Needs and Resources shows that 
had they done so it would have re- 
sulted in a labor surplus on farms 
and a labor shortage in non-agricul- 
tural pursuits. To a greater and 
greater degree machinery came to 
be used on the farm after the civil 
war. In 1860, according to this 
table, 58.9 per cent of the total 
labor force of the nation was em- 
ployed on farms. Out of the 10,533,- 
000. employed in all occupations, 
6,208,000. were farm labor. By 1910 
the number employed on farms 
reached 11,592,000 but this was 
only 31 per cent of the total labor 
force. From that time on the num- 
ber employed on farms actually de- 
creased and by 1940 had dropped 
to 9,004,000 or 17.3 of the total 
labor force. Greater and greater 
dependence upon machines on the 
farms and less and less upon manual 
labor changed the farm picture com- 
pletely. It also released the labor 
needed to build up our various in- 
dustries. 


The Part of Transportation 


It was during the period between 
the civil war and the first world 
war, the period of railroad building, 
elevated and subway building in the 
cities, suburban and intercity trolley 
lines, during which department 
stores, mail order houses and chain 
stores got their starts and flourished. 
Improved transportation had a pro- 
found effect upon the entire nation. 
Business men who kept step with 
the changes which were taking 
place could make fortunes. Those 
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who lagged too far behind went 
bankrupt. 


Between the first and second » 


world wars, transportation also 
played an important part. It was 
motor vehicle transportation rather 
than railroad and trolley car, how- 
ever, which brought about changes. 
Even the largest trucks were 
equipped with pneumatic tires rath- 
er than the solid rubber ones pre- 
viously used. Motor buses replaced 
suburban and intercity trolley lines 
to a greater and greater degree. 
Private automobiles increased in 
such numbers that the time came 
when, if all of them had been 
pressed into service at the same 
time, every man, woman and child 
in the nation could have been taken 
for a ride at one and the same time 
and that without undue crowding. 
Traffic congestion became a prob- 
lem in all our cities and a highway 
building program was started which 
dwarfed anything which ever had 
been considered before. Air trans- 
portation got a start. 

These changes caught the rail- 
roads and the transit companies off 
guard. From the time the first tran- 
sit company was organized the 
transit business had been profitable 
and the five cent fare became stand- 
ard. After the first world war, how- 
ever, not only did fares have to be 
increased but more and more com- 
panies went bankrupt. The auto- 
mobile was taking away too much 
traffic. Railroad passenger revenue 
fell off from $1,153,792,000 in 1921 
to $405,476,000 in 1938 and the 
number of passengers carried from 
1,035,496,000 to 452,808,000, per 
year. Obviously, the railroads and 
the transit companies had not kept 
step with changes. Transit com- 
panies came to use motor buses to 
a greater and greater degree, some 
railroads also operated bus lines and 
high speed, air conditioned passen- 
ger trains were placed in service. 


The Effect on Retailing 


These changes in transportation 
brought about changes in retailing. 
Locations which formerly could not 
be considered good for retail stores 
became desirable. For example, in 
one city a factory which, before 
automobiles were fully equipped at 
the factory, was manufacturing acces- 
sories and selling them through 
wholesale and retail channels to car 
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owners, went out of business. 
Across a side street from the build- 
ing there was nearly a block of 
vacant land. Though this locality 
was a newly developed industrial 
section with only small stores in the 
vicinity and but few of them, the 
building was used to house the 
largest supermarket in the city. The 
vacant land across the side street 
was acquired and turned into a 
parking lot large enough to accom- 
modate the cars of all the customers 
who visited the market at one time. 
This market has prospered. 

Eating places were opened out in 
the country and attracted business 
away from those in the city. Tour- 
ist camps multiplied in number. As 
a matter of fact, the automotive in- 
dustry created a wide range of 
opportunities and made it important 
that old established concerns take 
note of what was happening. The 
1947-1948 issue of Automobile Facts 
and Figures yearbook, published by 
the Automobile Manufacturers As- 
sociation, states that one sixth of 
all business concerns in the United 
States are automotive and all con- 
cerned with production, sales, serv- 
ice and use of motor vehicles. 
Nearly all of these businesses are 
small and they reach into the small- 
est villages. A large percentage of 
them were started after world 
war I. The number of persons em- 
ployed in the total of 537,000 auto- 
motive businesses is 8,200,000, or 
one in approximately every seven 
workers in the nation. 

According to this report there are 
4,750,000 truck drivers. Another 
1,300,000 jobs are provided by au- 
tomobile sales and servicing, in- 
cluding 242,000 gasoline stations 
and 52,000 repair garages. Pro- 
duction of motor vehicles accounts 
for only 800,000 jobs, or less than 
one tenth of the total. 


Other Products of Change 


Among the new industries which 
grew to large size between the two 
world wars are airconditioning and 
radio. Airconditioning promises to 
become more and more important 
as an industry than it has been in 
the past and this lends new interest 
to the heat-pump already men- 
tioned for that system of heating 
can be installed to heat or to cool. 
If a home is too cool the thermo- 
stat turns on the heat. If it is too 


warm, the same thermostat turns 
on the cold. 

How interested householders be- 
came in automatic heating is indi- 
cated by the statement of Petroleum 
Facts and Figures, as quoted by 
America’s Needs and Resources, 
that though there were almost no 
domestic oil burners in use in 1920 
about 1.7 million were in use in 
1940. America’s Needs and Re- 
sources also states that by 1940 
there were over a million houses 
heated with automatic gas furnaces, 
nearly all of these installations being 
made during the 1930s. It would 
appear there is no other field of 
endeavor which needs closer watch- 
ing than that of heating and cool- 
ing. Radical changes may take place 
and they may prove to be more far 
reaching than appears probable at 
this time. Those who take full ad- 
vantage of the new opportunities 
offered are bound to profit. Those 
who do not keep pace with the 
changes are bound to suffer loss. 


Gradual Revolution 


The difference between grasping 
opportunities and ignoring them is 
illustrated by the experience of a 
man who operated a_ blacksmith 
shop during the early days of the 
automobile. He said that the roads 
were rough, the cars not so per- 
fected as they are now. Springs 
seemed to be breaking constantly. 
He saw a chance to get spring re- 
pair business so he erected signs 
on the roads leading into town 
stating he was prepared to repair 
springs. More and more car drivers 
stopped at his shop for such repairs. 
At first these repairs consisted of 
work which he could do with his 
forge and anvil. He recalled that 
the other blacksmiths in town told 
him he was a fool to waste his time 
on those new fangled horseless car- 
riages. They never would amount 
to much anyhow and he might better 
use his time for something more 
worth while. 

As time went on the spring repair 
business increased in volume and 
he began carrying in stock new 
springs and repair parts, doing less 
and less forge work but taking in 
more and more money. While he 
was repairing springs, owners of 
the cars he was. working on would 
ask about ‘tires, so he stocked tires. 
Accessories; etc., were also stocked 
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as demand for them became evident. 
Before he fully realized what was 
happening, he had closed his black- 
smith shop’ and was operating a full 
fledged accessory and parts store 
but continued his spring service. 
He said people were coming to him 
for many miles around, even driv- 
ing through cities to reach his store 
in a mill town. Those who looked 
upon him as a fool to waste his 
time on automobiles, he said, went 
out of business one after another 
but he was making more money 
than he ever could have hoped to 
make in the blacksmith shop. He 
profited to a marked degree by 
keeping step with changes. Keep- 
ing step, however, meant that he 
had to revolutionize his business. 
Doing it gradually made the com- 
plete change easy. 


All industries are now competing 
for the consumer dollar. Those 
which succeed in giving the most 
for the money are those which get 
the lion’s share of this dollar. Back 
in 1913 when the average domestic 
rate for electricity was 8.7 cents per 
KWH, the average annual bill for 
homes was $22.97. In 1940 when 
the average rate was only 3.84 cents 
per KWH the average annual bill 
was $36.56. The automobile indus- 
try has grown to the size it is now 
because it succeeded in manufactur- 
ing dependable cars to sell at prices 
which were within the reach of the 
average person. In both industries 
it was the study and thought given 
to distribution as well as that given 
to production which made all this 
possible. 


The fact that there are now three 
established kinds of land trans- 
portation, the railroads, the motor 
vehicles and the airplanes, opens 
the way to major changes in dis- 
tribution methods. As has already 
been pointed out, the private auto- 
mobile has made practical new 
methods in retailing. The private 
plane, sometime in the future, prob- 
ably will bring about changes which 
will influence distribution. 


One large food retailing company 
discovered that the increased use of 
the automobile after 1920 made the 
location of its original store un- 
profitable. There was far too little 
parking space and there were re- 
strictions on what space there was. 
Delivery costs, also, had gone up. 
Had the company not owned the 


building which it used for its main 
office and had it not been operating 
other stores in more profitable loca- 
tions, all of which were cash and 
carry stores, it could not have con- 
tinued to operate this main store. 
It was being operated, one of the 
officers of the firm stated, largely 
for sentimental reasons. 

There are also more ways of ad- 
vertising than ever before. There 
are the printed media, including 
national magazines, newspapers, 
trade papers, etc., the radio and be- 
fore long television should become 


a medium of advertising. All the 
other media which have been used 
in the past, also, are available. It 
would appear a great deal of alert- 
ness is going to be needed in the 
future to keep step with changes. 
The best credit risk, therefore, can 
be expected to be the business man 
who watches changes with care, who 
studies them to discover what, if 
any, special opportunities they offer 
him, who takes full advantage of any 
which present themselves but who 
is certain of his facts before he 
makes a move. : 


HIGHLIGHTS IN INSURANCE HISTORY 
Karly Theatre Losses 


In the century beginning with the burning of Rickett’s Circus and Greenwich 
Street Theatre in 1799 and ending with the burning of the Metropolitan 
Opera House in 1892, New York had 37 great theatrical fires. Because of 
these catastrophes, the Insurance industry helped to create more strin- 

gent theatre building and operating laws. By 1887 they had achieved such 
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important provisions as: open courts or alleys on each side of a theatre; 
extra doors into the courts; outside iron stairways leading to galleries: 
proscenium-wall extending from foundation to and through roof, which 

with fire curtain made a fire-proof boundary; automatically opened 
skylights on stage roof; on each floor fire extinguishers and hose con- 

nected with roof tank; floors and partitions constructed of iron and 
masonry; diagrams of each floor printed on programs; regular 
uniformed fireman detailed to each performance. 


The National Union and Birmingham Companies believe that 
“Prevention” will go on being the most important word in the 


Fire Insurance industry, and that no single company can go too 
far in accenting this capital-letter word. 


National Union 
and Birmingham 


FIRE INSURANCE COMPANIES 





MADISON STUDENTS REPORT 


REACTIONS 


Fellowship, Broadening Influence, Food, Inspire Comment 


of the Executives’ School of 

Credit and Financial Manage- 

ment at the University of Wis- 
consin, an invitation was extended 
to the students to write letters for 
publication in this issue, stating 
their reactions to the school. The 
letters could be congratulatory or 
abusive; abuse was no bar to pub- 
lication of a letter. 

You don’t have to believe this, 
but not a single letter contained 
even a hint of abuse. Several were 
sent to both Dr. Carl D. Smith, 
Director of the School and Director 
of the National Institute of Credit, 
and Leslie Jones, Registrar of the 
School and Associate Editor of this 
publication. Here are some repre- 
sentative examples of what the stu- 
dents think, 


= At the last evening meeting 
& 


From New York 


Dear Mr. Smith: 

Again may I reiterate my 
thoughts regarding the summer ses- 
sion at Wisconsin University last 
month. I feel that the course was 
well planned and in speaking to 
various members of the student 
body I find that we all obtained a 
broadening of our business per- 
spective. 

John H. Vogel 
Meinhard, Greeff & Co., Inc. 
New York 


From North Chicago, Ill. 
Dear Mr. Smith: 


Having had a chance to wade 
through a portion of the work which 
was waiting for me when I returned 
to our office, I want to take a little 
time out to express my appreciation 
to you for the very fine manner in 
which you handled the Executives’ 
School of Credit and Financial 
Management at Madison, Wis- 
consin. 
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You certainly are to be compli- 
mented upon the very fine faculty 
which you assembled, and I am sure 
that all of those in attendance feel 
as I do about this. I have already 
begun to work on the extension 
assignments, and surely hope that 
I will have the time to do a good 
job on this extension work, since 
I do want to be among those present 
next summer. 

I will look forward to seeing 
you at that time. 

C. E. Ericson 
Zapon Division 
Atlas Powder Company 


From Birmingham, Ala. 
Dear Mr. Smith: 
This is just a short note of thanks 


and appreciation for the privilege 
of attending the Exectitives’ School 


‘ of Credit and Financial Manage- 


ment in Madison. You can rest 
assured that I carried away a much 
greater and broader outlook on the 
subjects handled there than would 
ordinarily have been thought pos- 
sible for such a short course. There 
is no doubt in my mind that it was 
worth the effort many times over. 
If you will please send me what- 
ever literature you have available 
covering the school I will see what 
can be done towards getting a few 
other credit managers interested in 
the course beginning next year. 
There was a lack of knowledge in 
many quarters in this section of the 
whole program. 
Searcy H. Johnson, Jr. 
Moor-Handley Hardware Co. 


From Seymour, Ind. 
Dear Mr. Jones: 

Mrs. Smith and I arrived home 
safely and with many pleasant 
memories of the two weeks spent 
in Madison. 

The course of study was well 


chosen and integration of material 
present in the class room and round 
table discussions showed evidence 
of careful planning. 

Generally, I feel the resident ses- 
sion provided four excellent benefits : 

1. An opportunity to enlarge one’s 
perspective of the job at hand by 
getting away from daily routine. 

2. An appreciation of the rela- 
tionship of one’s duties to other de- 
partments and the business as a 
whole. 

3. A chance to think and apply 
the principles of management to 
one’s particular position. 

4. An occasion to exchange ideas 
through personal contact with stu- 
dents and faculty. 

There is no doubt that this type 
of school satisfies the need of busi- 
ness men for periodic refresher 
courses and scholastic preparation 
for personal advancement. I hope 
to attend again next summer. 


Granger H. Smith 
Buhner Fertilizer Co. 


From Philadelphia 
Dear Mr. Jones: 


The Executives’ School of Credit 
and Financial Management at Mad- 
ison, Wisconsin, is now a memory 
—and a very pleasant memory. All 
of us, I feel sure, looked forward 
with a lot of anticipation to these 
sessions, and now that they are 
over, we look back to them with a 
lot of pleasure. 

The planning was very skillfully 
arranged and smoothly carried out. 
We came, we registered, we were 
assigned to our rooms afd then 
moved into class—all in uninter- 
rupted order. Then, the meals. 
They were excellent. All of us 
came back from class saying, ‘We 
love our teacher” about every one 
of the instructors. Affairs like this 
just. don’t happen. They are very 
carefully planned and every one 
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within the National Association of 
Credit Men who had anything to 
do with this program is to be com- 
plimented. Yes, there was a little 
trouble getting shaved in the morn- 
ing, and traffic on University Ave- 
nue was a little noisy at times, and 
it was hot; it was very hot, but if 
we had perfection then there would 
be nothing to improve next year. 
Everyone is looking forward to 
next year, including the committee 
and the instructors. So congratula- 
tions to all of you. It was a fine ex- 
perience. Let’s do it again. 
Clarence E. Wolfinger 
Lit Bros. 


From Elgin, Ill. 
Dear Mr. Smith: 


I don’t think anybody took the 
trouble to express appreciation for 
the carefully edited lists of students 
which we had. I suppose these were 
accepted as a matter of course. In 
particular, however, the advance list 
which we received stating who was 
going to be at the school was a help 
in getting us acquainted when we 
got there, and I hope you will pre- 
pare such a list in advance of the 
second session. It may be that 
some of us may wish to make some 
plans getting together with some 
of those who are returning, and an 
advance list of their names would be 
helpful. 

May I take this opportunity to 
congratulate you on the very effi- 
cient way in which your school was 
conducted. I not only had an enjoy- 
able time but was very much im- 
pressed by the quality and serious- 
ness of the courses. The winter 
assignment looks quite formidable, 
but if that is the ticket for admis- 
sion to next summer’s session, I am 
certainly going to pitch in with 
real zest. 

Corwith Hamill 

Elgin National Watch Company 


From Shreveport, La. 
Dear Leslie: 


Meeting and being associated with 
you during the first session of the 
Executives’ School of Credit and 
Financial Management at the Uni- 
versity of Wisconsin during the 
period August 17-30, 1947, afford- 
ed me a great deal of pleasure, and 
I take this opportunity to congratu- 
late you on a job well done. 


There were many expressions of 
the student body generally to the 
effect that they thoroughly enjoyed 
the two weeks course through the 
fellowship and association with the 
other students and the faculty, and 
each went home with the feeling 
that he had gained considerably 
through the material learned, and 
each received a_ stimulation of 
thought and ambitions. 

In my humble opinion the time 
spent was well worth while and if 
I had the ability I would like to 
say to all credit managers through- 
out the country that if there were 
no other way to do it except to 
forego their personal vacations each 
year and take the expense money 
that they ordinarily used for per- 
sonal travel, etc., that they could 
gain by far more through the class 
recitations and fellowship by attend- 
ing the school next summer than 
they could by going off to some 
resort and spending their time fish- 
ing or doing other things. 

It is sincerely hoped that I will 
have the opportunity of attending 
the next sessions and I, for one, 
intend to apply myself very dili- 
gently to the end that I will have 
my inter - session work completed 
and through the kind consideration 
of the instructors I may be eligible 
for the next class sessions. 

Leo E. Jones 
Arkansas Fuel Oil Company 

















The Connecticut Fire Ins. Co. 
Hartford, 15, Conn. 


Atlantic Fire Insurance Company 
Raleigh, North Carolina 


Great Eastern Fire Insurance Co. 
White Plains, N. Y. 


CREDIT AND FINANCIAL MANAGEMENT, October, 1947 


Are You phlive to this Situation? 
\ 


Construction costs are rising. Many an owner 
of property is faced with the danger of finding 
himself under-insured should he suffer a loss. 
Now is the time to check the amount of insur- 
ance you carry and to determine if it is in line 
with today’s building costs. 


We’d be glad to do what we can to help. 


THE PHOENIX INSURANCE COMPANY 
Hartford 15, Conn. 


Reliance Insurance Company of Canada 
Montreal 1, Canada 


From Detroit 


It is my opinion that. the school 
was well organized and the reaction 
of those in attendance was very 
favorable. It was a broadening ex- 
perience for me personally, and I 
feel that benefits will accrue in- 
directly to the company. 

The Detroit Edison Company 
Fred J. Flom 


s * 


The “school year” is far from 
over at the end of the two weeks’ 
session. A formidable amount of 
extension work, which is calculated 
to keep the students busy till next 
June, is still ahead of them. 

If the students gained a lot from 
the brief stay at Madison, so did 
the people whose happy lot it was 
to handle the administration of the 
school. Obviously any project is 
bound to have imperfections at first 
try, and the school staff now has a 
clear idea of how not to go about 
some of its chores. 

It is far from too early to think 
about next year. The catalogue will 
be off the press by January Ist. In 
the meantime, it would be a good 
idea for those who were unable to 
come this year to think seriously 
about the 1948 session. A large 
freshman class is expected and, as 
this year, acceptance, all other 
things being equal, will be on a 
first come-first served basis. 


Equitable Fire & Marine Ins. Co. 


vidence 3, R. 1. 
The Central States Fire Ins. Co. 
Wichita 2, Kansas 


Minneapolis F. & M. Ins. Co. 
Minneapolis 2, Minn. 
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LETTER TO 
THE EDITOR 


Mr. Richard G. Tobin 

National Association of Credit Men 
One Park Avenue 

New York, New York 

Dear Mr. Tobin: 

In all of the discussions that I have read in the mag- 
azine “Credit and Financial Management” on the sub- 
ject of cash discounts, I have failed to see any discussion 
of the problem which is particularly serious on the 
West Coast. That problem arises from the fact that 
West Coast buyers find that. merchandise ordered from 
the East is invoiced to them many days, and sometimes 
weeks, prior to their receipt of the merchandise. Under 
the cash discount terms, the West Coast buyer is ex- 
pected to pay within ten days after receipt of the invoice. 
Since the invoice frequently arrives about six days after 
the shipment is made from the East, it means that the 
West Coast buyer is expected to pay for the merchandise 
two or three weeks, or maybe a month, before he re- 
ceives it if he is to earn his cash discount. 

If the West Coast buyer elects to earn his cash dis- 
count, it involves the following obvious risks: 

1. There is the possibility that he has been invoiced 
for goods that has not been shipped as it is very seldom 
that a copy of the bill of lading is mailed with the invoice. 

2. The merchandise may prove to be unsatisfactory 
upon arrival and the buyer would not have the oppor- 
tunity to inspect the goods prior to payment. 

3. The merchandise may arrive in a damaged con- 
dition and the damage may be of such a nature that the 
carrier would. insist it was not due to an accident in- 
curred in transit, but rather was due to defective mer- 
chandise; therefore, the controversy would be between 
the shipper and the carrier rather than between the 
buyer and the carrier. 

These objections are not too serious if the buyer is 
dealing with a seller who is financially sound, fair, 
honest, and conscientious in meeting his obligations. 
Unfortunately, however, there are many sellers, even 
among our larger corporations, who take the position 
that when payment is received, the transaction is closed 
for virtually all purposes. It seems that in many cases, 
the only way one can get action on claims of the type 
discussed in the preceding paragraph, is to withhold pay- 
ment or part payment until the matter has been cor- 
rected. Therefore, the West Coast buyer finds that he 
is taking a very great chance in paying bills prior to 
receipt of merchandise in order to earn his discount. 

Of course, the eastern buyers are not faced with the 
same problem since their proximity to the seller makes 
it possible for them to receive goods and inspect it prior 
to the ten day period allowed for earning the discount. 

It would certainly seem that this is a problem that 
should be given some consideration in the present dis- 
cussion of the cash discount arfd the advisability of its 
abolition or revision. In considering revision of the cash 
discount, the following two suggestions might be con- 
sidered : 

1. A copy of the bill of lading should be mailed with 

the invoice. 
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2. The cash discount period might start from the date 
of goods received as evidenced by a copy of the 
receipted freight bill which would be returned to 
the seller with check paying for the goods. 

It would be interesting to hear from other West Coast 

buyers as to these particular problems. 
Yours very truly, 
FOOD MACHINERY CORPORATION 
Packing Equipment Division 
W. E. Wybourn 
Credit Manager 


Streamlining Credit Work 


(Continued from Page 22) 


convenience of our customers, and on the return section 
of the post card giving our customers the opportunity 
to state their wishes. 

We did have a little confusion during the first few 
months until we found out quite definitely just which 
customers did wish to receive the statements, but now 
the system works quite automatically without any 
serious drawbacks. Occasionally when a customer pays 
his account we may discover that one invoice has been 
overlooked. Evidently the invoice has gone astray so 
we merely send copies of the invoice to call the matter 
to his attention. If this condition were a frequent oc- 
currence, it might be a serious drawback, but it hap- 
pens very seldom. That is the satisfying feature of the 
arrangement. 

We have a large rubber stamp with which we mark 
the customer ledger sheets, “SEND STATEMENT”, 
on those accounts where one is required, and it is so 
prominently placed that it would be difficult for the 
ledger clerks to overlook it. 

It is our honest opinion that the amount of time 
spent in verifying the correct amount due is all out of 
proportion to the little time required to correct the 
occasional error caused by an invoice being lost in 
channels. We hope that as time goes on the statement 
work will be required even less when this thought 
circulates properly. 
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About Credét Leaders 


A. J. Sutherland Is 
New Director After 
Nat Davis Resigns 


Due to circumstances beyond his 
control, Nat S. Davis, National Di- 
y rector for District Ten, resigned 
recently from the National Board. 
In accordance with the usual custom the 
Associations in that district were invited 
to nominate a successor to Mr. Davis. 
Only one name was put forward, that of 
Mr. A. J. Sutherland, President of the 
Security Trust and Savings Bank of San 
Diego. 

Voting by mail, the National Board 
has elected Mr. Sutherland to the vacant 
Directorate. He has been connected with 
the banking business for over 25 years 
and has served as President and. as Chair- 
man of virtually all active committees of 
the San Diego Association. During his 
chairmanship of the Membership commit- 
tee, the San Diego Association had the 
largest increase in membership in its his- 
tory. Mr. Sutherland is a Director of 
the San Diego Chamber of Commerce 
and Vice-President of the American Bank- 
ers’ Association. 


New President Is 
Installed at First 
Los Angeles Meeting 


Los Angeles: The Los Angeles Break- 
fast Club was the scene of the inaugural 
meeting of the Los Angeles Credit Credit 
Managers’ Association on September 25th. 
Tributes were made to retiring President 
Lewis J. Ashby, and the new President, 
Holden McManigal, was installed. 

Dean Shelden D. Elliott, of the Uni- 
versity of Southern California Law 
School, addressed the members on “Cred- 
it and the Anti-Trust Laws.” Besides his 
teaching Dean Elliott has in recent years 
held responsible positions with the U. S. 
Department of Commerce, and the Civil 
Service Commission. As a Lt. Colonel in 
the Army he served also as Chairman 
of the Denazification Board. 

Other officers installed at the meeting 
were L. F. Fishbeck (Spelled his name 
right that time.) Coast Packing Co., 1st 
Vice-President; F. A. Cates, Arden 
Farms Co., 2nd Vice-President, and R. D. 
Roberts, Union Oil Company of Cali- 
fornia, Treasurer. 
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Charles Rairdon 
Honored at Toledo 
President’s Night 





Toledo: The first evening meeting of 
the 1947-8 season was designated as 
“National President’s Night” in honor of 
President Charles B. Rairdon, General 
Credit Manager of the Owens-Illinois 
Glass Co. 


Roy A. Foulke, Vice-President of Dun 
& Bradstreet, Inc., one of the country’s 
leading analysts, was the principal speaker. 


His subject was “The Return of Sound 
Credit.” 


The’ National Association of Credit 
Men was represented by E. B. Moran 
of Chicago. Vice-President C. C. Cal- 
laway, Jr., Crystal’ Springs Bleachery, 
Chickamauga, Ga., was also present and 
spoke for the National Board of Direc- 
tors. Moreover, Directors Viall, of Chat- 
tanooga and Gausby of Cleveland added 
prestige to the speaker’s table. 

150 members and friends attended to 
pay their respects. 


Connecticut Credit 
Associations Join 


At Bridgeport Meet 


Bridgeport: A joint meeting of all the 
Associations of Credit Men in the State 
of Connecticut was held at Bridgeport on 
October 8th. John Flynn, author and eco- 
nomist, addressed the meeting on the 
“Brass Tacks of Plenty.” 


CREDIT AND FINANCIAL MANAGEMENT, October, 1947 





Association Activities 


Elmira Is Host To 
Delegates At 1947 
Tri-State Meeting 


Elmira: This year’s Tri-State Confer- 
ence of District Two was held at the 
Mark Twain Hotel, Elmira, N. Y. The 
New York-Pennsylvania Credit Associa- 
tion, located in Elmira, was host. The 
conference, as are all these annual affairs, 
was well attended and a varied program 
was. arranged. 


The afternoon of Thursday, October 16 
was taken up with registration and a 
meeting of the councillors, presidents and 
secretaries of the participating associa- 
tions. In the evening a reception was held 
to welcome the delegates. 


The real business of the conference 
began on Friday, October 17. After the 
call to order and an invocation by the 
Rev. John F. Stearns, the Mayor of the 
city of Elmira, Mr. Emory Strachen, 
gave an address of welcome on behalf of 
the city. Following his address, Mr. 
Harold E. Taylor, Director of Research 
and Divisional Director of the American 
Insurance Company, spoke on the Re- 
lation of Insurance to Credit. The final 
speaker for the morning was Alfred J. 
Worsdell, Jr., Deputy Commissioner of 
the New York State Department of Com- 
merce, whose subject was “New York 
State Means Business.” 

At 12:15 the Presidents’ luncheon was 
held, at which President E. E. Bisbing, 
of the New York-Pennsylvania Credit 
Association presided and David A. Weir, 
Secretary and Assistant Executive Man- 
ager of the National Association of Credit 
Men delivered a challenging address en- 
titled, “What Are You Afraid Of?” 

At the same time the lady guests of 
the delegates were entertained at luncheon. 

The Friday afternoon session featured 
talks by National Vice-President Charles 
E. Fernald, on “Management Services 
Rendered by the Independent Accountant,” 
and by Alger B. Chapman, Commissioner 
of Taxation and Finance and President 
of the Tax Commission, State of New 
York, on “Taxation—Its Effect on Busi- 
ness.” ; 

Following the session a spectacular 
fire-fighting demonstration was provided 
by the American LaFrance-Foamite Com- 
pany, manufacturers of fire equipment 
whose plant is in Elmira. The banquet 
was held in the evening and the speaker 
was William A. Lydgate, Editor of the 
Gallup Poll, who spoke on “The Public 
Looks at Labor and Management.” 
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On Saturday morning the credit women 
were up bright and early for their break- 
fast, sponsored by the Triple Cities Credit 
Women’s Group. Bess Haven, National 
Director and Recording Secretary of the 
Conference, was the speaker. 

At 9 o'clock the final meeting of the 
conference was held. As usual at these 
conferences it took the form of a panel 
discussion, and the subject was an im- 
portant one—“England’s Economic Fu- 
ture.” Elmer Weiland, Councillor of the 
Rochester Association, was Moderator, 
and the principal speaker was Douglas 
G. Anderson, President of Hardinge 
Brothers, Inc., and associated with 
Hardinge Machine Tools, Ltd., of Eng- 
land. 


Forums, Industry 
Sessions Feature 
Omaha Conference 


Omaha: Credit men from the states of 
Iowa, South Dakota and Nebraska joined 
forces in Omaha on October 23 for the 
23rd annual Tri-State conference. Eight 
Associations sent representatives. 

The morning of October 23 was taken 
up with registration and the. business 
started with luncheon at which the speaker 
was Howard Buffett, Congressman for 
the 2nd district of Nebraska. His sub- 
ject was “The Financial Condition of Our 
Nation.” 

The afternoon session consisted of a 
forum on the general subject “Our Place 
in Business Today.” Participating in the 
discussion were Clarence L. Kirkland, 
Omaha Industries, Inc., discussion leader ; 
Frank E. Waechter, Fairmont Foods, Inc., 
who spoke for the production man; Lloyd 
H. Mattson, Industrial Chemical Labora- 
tories, Ltd., who represented Distribution ; 
and Victor C. Eggerding, Gaylord Con- 
tainer Corp., National Director for Dis- 
trict Six, who spoke for the Credit Men. 

Later in the afternoon the delegates 
split into eight groups for industry dis- 
cussions and dinner. 

Friday’s business started at 7:30 with 
a breakfast meeting for Councillors, Sec- 
retaries, Presidents and National Officers. 
The general session convened at 9 o’clock 
for an address by Frank Whicher, of 
Sioux City, on “Bankruptcy Proceedings 
and Collection Methods.” Following Mr. 
Whicher came Ivan H. Anton, of Des 
Moines, who spoke on “Protection by In- 
surance Coverage.” The speaker at the 
luncheon was Dr. Arthur G. Umscheid, 
Associate Professor of History at Creigh- 
ton College; his subject was “Yesterday, 
Today and Tomorrow—Economic Trends 
and Possibilities.” 

In the afternoon a symposium of credit 
methods was held under the Chairman- 
ship of Fred Harris, John Deere Plow 
Co. Speakers and their subjects were: 
John Mahoney, Knapp & Spencer Co., 
Sioux City, on Source of Obtaining and 
Use of Credit Information ; H. J. Ahrendt, 
L. C. Lippert Co., Sioux Falls on Co- 
ordination of Credit and Sales Depart- 
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MEMBERSHIP PROGRESS REPORT 


May 1, 1947 to September 30, 1947 
‘ COMPARISON 
Net Total 
Gain Sept. 30 Percent 
CLASS A 
Rochester 528 
Louisville 1134 
Cincinnati 593 


CLASS B 


105.38 
103.37 
103.13 


320 =: 108.47 
368 105.14 
494 104.00 


CLASS C 
Des Moines 222 
Toledo 200 
Lexington 195 
CLASS D 
Washington 117 
Salt Lake City ... 183 
Binghamton 114 
CLASS E 
Albuquerque 82 
Tulsa 63 
Columbus 82 


CLASS F 


116.84 
112.99 
106.56 


106.36 
105.78 
104.58 


136.66 
121.15 
118.84 


30 125. 
Springfield, Mo. ... 30 111.11 
Huntington 34 109.67 


ment; J. V. Rowe, Midcontinent Petro- 
leum Corp., Waterloo, Iowa, on Open- 
ing New Accounts; G. S. Mobry, Welch- 
Cook-Beals Co., Cedar Rapids, Iowa, on 
Collection Correspondence and Handling 
of NSF Checks; and H. H. Baeke, Lin- 
coln Drug Co., Lincoln, Nebr., on Credit 
Goes Modern. 

After the symposium Ross J. Ulman, 
Tootle Dry Goods Co., Omaha, delivered 
an address on “Why an Association of 
Business and Credit Managers?” 

The conference came to an end with 
the final banquet at which Henry H. Hei- 
mann, Executive Manager of the National 
Association of Credit Men, spoke on 
“Unusual Credit Problems Faced by In- 
dustry.” 


Cleveland Convention 
Committee Meets to 
Nominate Key Workers 


The “Steering” Committee of the Cleve- 
land Association of Credit Men met in 
Hotel Statler, Thursday evening, Sep- 
tember 1lth. President E. H. Davies, 
of the Cleveland Electric Illuminating 
Company, presided. 

The object of the meeting was to 
nominate chairmen and vice chairmen for 
the leading operating Credit Congress 
Committees for consideration and ap- 
proval by the Cleveland Association Board 
of Directors and to consider other pre- 
liminary plans in connection with the 
52nd Annual Credit Congress scheduled 
to meet in Cleveland May 16-20, 1948. 

One of the chief interests of the Com- 
mittee was to emulate the outstanding 
program given by the New York Asso- 
ciation of Credit Men when they were 
hosts last May. 


CREDIT .CAREER 


J. A. Walker 


San Francisco: In J. A. Walker’s first 
real job the money was all going out and 
none coming in, and this didn’t quite 
satisfy the young fellow—in 1919 he had 
become a paying teller in a, San Jose 
bank. Unlike old Omar, Al was willing 
to take the credit, but he wanted to take 
the cash, too. He thought that a sure 
way to keep the cash coming in was to 
extend credit, so in 1921 he joined Stand- 
ard Oil Company of California as a clerk 
in the Credit Department. For some 25 
years Al Walker has been in this special- 
ized work; he has held every possible job 
in the department, and became the fourth 
Manager since the department was set up. 

After some minor promotions, he began 
to go places: he was appointed Assistant 
District Credit Manager in Los Angeles 
in 1934; Credit Manager in Medford, 
Oregon in 1937; Home Office Credit Spe- 
cialist in 1939; District Credit Manager 
in San Francisco in 1940; Assistant Man- 
ager of the Credit Department, Home 
Office, in 1943; and on April 1, 1946, he 
became General Manager of the Credit 
Department. 

Three years ago, Walker wrote a pop- 
ular style booklet for the company’s mar- 
keting people called “What Would You 
Say?” from which a sound film was de- 
veloped. Aside from their usefulness to 
the company the book and film are now 
used in 21 colleges and universities and 
in many large companies. 

Al has always been intensely interested 
in the advancement of his trade Associa- 
tion and has been active in several of the 
units of the National Association of Credit 
Men. Since his return to San Francisco 
he has devoted much of his time to the 
activities of the Credit Managers Associa- 
tion of Northern and Central California, 
has served on nearly every committee and 
at the present time is a Director of the 
Association as well as a member of the 
Board of Governors of the Association’s 
Foreign Credit Chapter. In addition 
Walker is interested in community affairs 
in Oakland, where he resides with his 
wife and daughter. 
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N. Y. Credit Men 


Expect Recession 


To Come Next Year 


New York: A questionnaire poll of the 
3500 members of the New York Credit 
Men’s Association recently concluded 
shows that 80% of those responding an- 
ticipate that a business recession will be- 
gin in the second quarter of 1948. Rea- 
sons leading to this conclusion include 
high prices, excessive inventories, pur- 
chaser resistance, lack of capital, labor un- 
rest. The only exceptions to this conclu- 
sion were found in the steel and construc- 
tion industries, which look forward to a 
boom in the midst of slump conditions 
apparently expected in other industries. 

The questionnaire also covered the opin- 
ions of Credit Executives on such subjects 
as the trend of business failures (past, 
present and future); collection trends; 
discount terms ; purchaser resistance ; can- 
cellation of orders and future commit- 
ments; effect upon credit of increased in- 
ventories, and international trade. 


Here’s What They Think 


A complete summary of answers to the 
nine questions propounded follow: 

Question 1. Were the number of cus- 
tomer business failures greater in your 
trade from January 1, 1947, to September 
1, 1947, than for the same period in 1946? 

In answer to this question 60 per cent 
of the credit men state that customer busi- 
ness failures were greater in the eight 
month period of 1947 than for the corre- 
sponding period of 1946. Poor manage- 
ment and excessive inventory were the 
two predominant factors listed as respon- 
sible for this condition. Other reasons 
given were lack of capital, high prices, 
and reductions in government contracts 
and subsidies as compared to the war per- 
iod. Relatively few of the reasons for fail- 
ures indicated reduced profits or inferior 
merchandise as possibly having any bear- 
ing on failures. 

Question 2. Do you now expect in- 
creased failures or fewer failures? 

With Question 1 as a basis of analysis 
and projection, 93 per cent of the respond- 
ing credit executives anticipated an in- 
creased number of failures. 

Question 3. Do you now expect a 
business recession, a depression, or an im- 
provement in business? 

Although the general economic pattern 
shows a stability, it is believed that sea- 
sonal variations and cyclical fluctuations 
will become increasingly sharper. Thus. 
this question is, and rightly should be, of 
paramount interest to credit executives. 
Eighty per cent expected a business re- 
cession to begin in the second quarter of 
1948. The predominant reason given was 
high prices. Excessive inventory and pur- 
chaser resistance followed closely behind. 
Lack of capital, high taxes, and labor un- 
rest were cited by only a few of the 
members as contributing factors. Excep- 


tional to this trend were the iron and steel 


and construction and building materials 
industries where there have been fewer 


failures and an overwhelming negative re- 
sponse to anticipated failures. Credit ex- 
ecutives now expect a boom in these 
fields because of long unsatisfied domestic 
and foreign demand. 

Question 4. Are collections slower, 
better, or the same as in December 1946? 

Ninety-five per cent reported that col- 
lections were slower than in December of 
1946. When surveyed in November of 
1946, manufacturers of wearing apparel 
and allied merchandise, factors, conver- 
tors, and textile manufacturers and dis- 
tributors reported in large majority that 
the collection trend in their trade had not 
yet turned downward to any serious de- 


gree. However, this category which rep- 


resented approximately 25% of the total 
replies now indicate a definite slow-down 
in collections. The reasons given for this 
trend were high prices,. excessive inven- 
tory, purchaser resistence, lack of capi- 
tal and discontinuance of cash discounts. 
The slowing of collections was reported 
unanimously by all industries and serv- 
ices reporting. 

Question 5. Has the trend toward the 
elimination or reduction of cash déscounts 
in your industry continued, stopped, o1 
have previous discount terms been rein 
stated? 

82% reported the continued elimina- 
tion or reduction of cash discounts. The 
number of establishments reporting a rein- 
statement of previous discount terms has 
been negligible. 

Question 6. In December 1946 many 
trades reported purchaser resistance and 
cancellation of orders and future commit- 
ments. Is there today continued customer 
purchasing resistance; cancellation of fu- 
ture orders, larger orders and future com- 
mitments; unfilled backlog of orders? 

65% reported customer purchasing re- 
sistance with only 30% reporting cancella- 
tion of future orders. Slightly over one- 
half of those reporting indicated an un- 
filled backlog of orders. However, these 
orders would seem to represent previous 
commitments as 63% stated that orders 
and further commitments were now much 
smaller. 

Question 7. The “Survey of Current 
Business” reports that inventories of all 
firms (except agriculture) increased $300 
million in book value during May 1947 
(a total increase from $22.1 to $22.4 bil- 
lion to that date). Do you consider this 
increase in inventories to be a favorable 
or unfavorable trend creditwise? 

80% believed the increase in inventories 
to be an unfavorable trend creditwise be- 
cause it is an increase in dollar value 
rather than an increase of actual physical 
inventory. The dangers of over-valuated 
inventories are obvious and credit execu- 
tives feel that purchaser resistance in- 
duced by high prices will continue until 
the price structure achieves a new equi- 
librium thereby deflating the value of 
present inventories. 

Question 8. Are you finding that cus- 
tomers who willingly issued financial 
statements during the war period are re- 
luctant to do so now? 

By a ratio of more than two to one, it 
was reported that financial statements are 
issued as readily now as during the war 
period. 
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Question 9. International Trade. 

60% of the reporting members are now 
exporting. 85% of those firms not en- 
gaged in the export field do not anticipate 
entering it. Of those now engaged in ex- 
port trade, there was an almost even split 
of opinion as to whether sales volume will 
increase or decrease. Only about one-third 
contemplated the extension of longer 
credit terms; however relatively few 
thought of reducing present export credit 
terms. 


Oklahoma, Missouri, 
Kansas Credit Men 


Meet at St. Louis 


St. Louis: The Tri-State Conference 
of Oklahoma, Missouri and Kansas was 
held on October 10th and 1lith at St. 
Louis. A full program of business kept 
the delegates busy from 9 a.m. on the 
10th to lunchtime on the 11th. 

The first session consisted of two 
addresses: “Relating of Prices to Eco- 
nomics” by Arthur G. Drefs, -regional 
vice-president of the National Associa- 
tion of Manufacturers, and “Retraining 
Salesmen” by E. A. Tiede, General 
Credit Manager of the Standard Oil 
Company, Wichita. 

Three addresses were scheduled in the 
afternoon: “Potential Credit Dangers,” 
by National Director E. N. Ronnau, 
Cook Paint & Varnish Co., Kansas City; 
“Rehabilitation,” by D. F. Sheridan, 
Credit Manager, Permanente Products 
Co., Kansas City, and “Bankruptcies,” by 
J. B. Nourse, attorney, also of Kansas 
City. In the evening the speaker at the 
banquet was Henry H. Heimann. 

The next morning was devoted entirely 
to group meetings. 


Fernald Honored At 


Philadelphia Dinner 


Philadelphia: The Credit Men’s Asso- 
ciation of Eastern Pennsylvania held a 
good fellowship dinner and testimonial to 
Charles E. Fernald, Eastern Vice-Presi- 
dent of the National Association of Credit 
Men, on Monday, September 29th, at the 
Union League of Philadelphia. 

Clarence E. Wolfinger, President of the 
Association, acted as Toastmaster. Of- 
ficers of the National Association were 
guests. 


C. E. Lueck Addresses 
Milwaukee Lunch Club 


Milwaukee: The noon luncheon club of 
the Milwaukee Association of Credit Men 
met on September 11 at the City Club. 

Clemmens E. Lueck, known throughout 
the state as one of the “best speakers,” 
addressed the meeting. Mr. Lueck was 
District Governor of Kiwanis for Wis- 
consin-Upper Michigan in 1946. He was 
Public Relations Director at Ripon Col- 
lege for 15 years, and is now Mid-West 
representative of Ford Gum & Machine 
Co., of Lockport, N. Y. 
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Vows of the Credit Wimais Groups 


The Seattle Credit Women’s Club held 
their first meeting of the Club year Mon- 
day evening, September 8, and have al- 
ready launched. an extensive membership 
campaign. They have set a goal of dou- 
bling their present group membership, 
with each member bringing into the group 
one new member who is a credit executive 
or assistant of an Association member 
firm. A special membership committee 
has also been appointed for the purpose 
of working with the membership commit- 
tee of the Seattle Association of Credit 
Men in securing members for that As- 
sociation. The first meeting of the year 
had an attendance of 65. Committees 
were announced for the coming year, and 
the majority of them have held meetings, 
and work in their respective committees 
is well under way. Four new members 
were welcomed at the meeting and a 
goodly number of those who joined the 
group since our New York Conference 
were also in attendance. 


The Seattle group plan to send one 
or more delegates to the Western Inter- 
Group Conference to be held in San Fran- 
cisco, October 25 and 26, and much inter- 
est is also shown relative to inter-city 
meetings with Tacoma and Portland 
credit women’s groups. 


Members of the Seattle group kept 
actively engaged in the interests of the 
group during the summer months with 
their annual picnic as one of the high- 
lights, together with occasional commit- 
tee meetings and social gatherings. An- 
other pleasurable event was the visit 
West by Lucy Killmer, Vice-Chairman of 
the National Credit Women’s Executive 
Committee, early in August. In her honor, 
the executives of the group, together with 
the membership committee, entertained at 
luncheon at which many phases of the 
membership drive were discussed. 


Omaha: The Omaha Credit Women’s 
Group held their annual picnic at Benson 
Park. Fifteen members attended. A de- 
licious chicken dinner was served and 
the evening was spent in playing games, 
with prizes for the lucky winners. The 
regular monthly meetings started on Sep- 
tember 11. 


Fort Worth: The Wholesale Credit 
Club of Houston entertained the women 
delegates to the Southwestern Credit Con- 
ference at Breakfast on September 27th. 
Thirty-three women attended and nine 
groups were represented. 

Henry H. Heimann, Executive Manager 
of the National Association of Credit Men 
was the guest speaker. Other speakers 
were President Charles B. Rairdon, Mar- 
jorie Jennings, Opal Stemmer and J. D. 
Blackwell, general chairman of the con- 
ference. Mrs. Rairdon was a special 
guest. 

Among the many things discussed at 
the breakfast was possible formation of 
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new groups at Fort Worth and Dallas, 
Special emphasis was laid on the contri- 
bution credit women’s groups can make 
both to the Local and National Associa- 
tions. 


Milwaukee: The Wholesale Credit Wo- 
men’s Club of Milwaukee held their first 


‘meeting of the Fall Season on Septem- 


ber 16th. The group was honored with 
guests Ruth Johnson and Irene Austin 
of Chicago, and Florence Griffith of Los 
Angeles. 

President William Wanvig, Treasurer 
Charles Jones and Secretary Herman 
Garness addressed the group on the vari- 
ous aspects of Assocation work. National 
Director Frank G. Herbst spoke on Na- 
tional activities. 


Philadelphia: The October meeting of 
the Philadelphia Credit Women’s Group 
was held at the New Century Club on 
October Sh. Harold A. J. Kenney, Di- 
vision Freight Agent of the Reading Rail- 
road, addressed the members on Freight 
Traffic. 


Minneapolis: Ann E. Jamison, Presi- 
dent, presided at the Minneapolis Whole- 
sale Credit Women’s first meeting of the 
season, September 9. Committee Chair- 
men were introduced and the objectives 
and plans for the coming year were out- 
lined. 


Henry J. Galle, President of the Min- 
neapolis Association of Credit Men, gave 
an analysis of the functions, benefits and 
progress of the Association. Brace Ben- 
nitt, Executive Secretary, was the prin- 
cipal speaker, his subject being “The 
Human Side of Business.” 


The Group’s officers include Mrs. Eliza- 
beth McGaffey, United Distributing Co., 
Vice-President ; Ruth Kinkaid, Minnesota 
Supply Co., Secretary ; Jennie Vandergon, 
Minneapolis-Honeywell Regulator Co., 
Treasurer. 


Cleveland: The September 9th Meet- 
ing of the Cleveland Credit Women’s 
Club was held at the quaint and charming 
Sweden Manor, on Euclid Avenue, with 
an almost record attendance of 60 mem- 
bers and guests. A delicious dinner was 
served, Smorgasbord style, after which 
the regular business session was held. 
The committee reports given by the chair- 
men of the various committees, reflected 
a summer of very hard work for the 
club. 


Guest speaker for the evening was 
State Senator Miss Margaret Mahoney, 
an outstanding Cleveland attorney and 
former business woman also, who gave 
a most interesting address on the subject 
—‘A Business Woman’s Interest in Pub- 
lic Affairs.” A lively question and an- 
swer period followed. 

Plans are already under way for the 


part the Cleveland Credit Women will 
play in’ entertaining members of the va- 
rious Credit Women’s Clubs of America 
at the 52nd Annual Credit Congress of 
Industry to be held in Cleveland next 
May. 


Oklahoma City : The Oklahoma Whole- 
sale Credit Women’s Group met on Sep- 
tember 11 for their first meeting of the 
1947-48 season. This was a “get ac- 


quainted” meeting and the program for 
the season which includes a “know your 
association” meeting was completely out- 
lined. 

A discussion of general credit problems 
was also held at this meeting. 


Binghamton: The September 17th 
meeting of the Triple Cities Credit Wo- 
men’s Group was featured by a talk by 
Kenneth I. Van Cott on the subject 
“The romance of diamonds.” Mr. Van 
Cott is President of the Credit Bureau 
of the Triple Cities, Inc., and a Vice- 
President of the American National Retail 
Jewelers Association. 


Atlanta: The Atlanta Credit Women’s 
Group is proud of the fact that of the 
only two women attending the Executives 
School of Credit and Financial Manage- 
ment, one, Miss Helen Gunn, is a member 
of the Atlanta Group. 

Several very interesting programs have 
proved to be good drawing cards, first 
a review of “And Certain Women” by 
the Atlanta author, Mrs. Charles Outlaw, 
and talks by the fabric and stylist spe- 
cialists from Rich’s, Inc., of Atlanta. 


Philadelphia: The September meeting 
of the Philadelphia Credit Women’s 
Group was held at the New Century Club 
on September 11. 

This being the first meeting of the 
group, the meeting took the form of an 
“open house” at which members could get 
together and become acquainted without 
too much business. The scholarship spon- 
sored by the Credit Men’s Association of 
Eastern Pennsylvania was discussed at 
length. 


Detroit: The Detroit Credit Women’s 
Group held its regular monthly meeting 
at Dearborn Inn on August 19th. 

Mr. P. Moreshead, President of the 
Detroit Association of Credit Men; Mr. 
L. E. Phelan, Secretary-Manager; Mr. 
A. A. Beste, Program Chairman, and 
Mr. Ewers, Membership Chairman, were 
present. 


Cincinnati: Robert E. Grever, 
credit manager of the Thompson 
Heating Company, won the trophy 
for the best score at the Cincinnati 
Association of Credit Men’s an- 
nual tournament at Summit Hills 
Country Club. Inasmuch as he 
has not touched a golf club in two 
years, Mr. Grever must be pretty 
good, or—. 
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Newly elected Board of Directors, American Petroleum Credit Association. 


Left to right: J. W. Stout, Warren Petroleum Co., Tulsa; 


D. E. Burroughs, Shell Oil Co., New York; H. C. Goettig, Pana Refining Co., Pana, Ill.; H. E. Butcher, Cities Service Oil Co., Chicago; 
W. W. Rogers, Pure Oil Co., Chicago; L. E. Jones, Arkansas Fuel Oil Co., Shreveport; S. J. Haider, NACM, St.Louis; R. C. Ward, Sun 
Oil Co., Toledo; Wm. Stockton, Atlantic Refining Co., Philadelphia; M. V. Johnston, Gulf Oil Corp., Pittsburgh; A. E. Fletcher, Standard 
Oil Co. of Ohio, Cleveland; H. L. Blankenship, Bareco Oil Co., Tulsa; J. A. Walker, Standard Oil Co. of Calif., San Francisco; M. L. 


Rufer, Standard Oil Co. of Indiana, Chicago. 





Petroleum Division 


Conference Votes 
To Take New Name 


Chicago: The 23rd Annual Conference 
of the Petroleum Division, National As- 
sociation of Credit Men, was held at the 
Edgewater Beach Hotel, Chicago, on Sep- 
tember 15 to 17. 

The name of the organization was 
changed to American Petroleum Credit 
Association during this meeting. The 
feeling of members has been that the 
name “Petroleum Division of the NACM” 
was not entirely proper because it indi- 
cated that firms belonging to it were sell- 
ing to wholesalers, manufacturers, and 
jobbers, exclusively, whereas half of the 
business done by members of this associa- 
tion is with individuals on credit cards, 
fuel oil accounts, etc. 

The titles of the officers were also 
changed. The Chairman becomes, the 
President; the Vice-Chairman becomes 
the Vice-President, and the Board of 
Governors, the Board of Directors. 

The newly elected Officers and Direc- 
tors are: 

President: Leo E. Jones, Arkansas 
Fuel Oil Co., Shreveport. 

Regional Vice-President: D. E. Bur- 
roughs, Shell Oil Co. Inc., New York; 
A. E. Fletcher, Standard Oil Co. of Ohio, 
Cleveland; J. A. Walker, Standard Oil 
Co. of California, San Francisco. 

Directors: J. W. Stout, Warren Pe- 
troleum Corp., Tulsa; H. C. Goettig, 
Pana Refining Co. Pana, Ill; R. C. 
Ward, Sun Oil Co., Toledo Wm. Stock- 
ton, Atlantic Refining Co., Philadelphia; 
M. V. Johnston, Gulf Oil Corp., Pitts- 
burgh; H. L. Blankenship, Bareco Oil 
Co., Tulsa, and M. L. Rufer, Standard Oil 
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R. C. Ward (left), retiring Chairman of the 
Petroleum Division, NACM, hands. the gavel 
to Leo E. Jones, first President of the 
American Petroleum Credit Association. 





Company of Indiana, Chicago. 

H. E. Butcher, Cities Service Oil Co., 
Chicago, is the new Treasurer. and S. J. 
Haider, NACM, St. Louis, continues as 
Secretary. 

The annual meeting was well attended 
by leading Credit Executives of Petro- 
leum companies from all parts of the coun- 
try, more than 100 being in attendance 
at all sessions. The talks given by experts 
in the Petroleum Industry and in other 
fields were outstanding. Some of them 
will be printed in later issues of Credit 
and Financial Management. 


Frank Hax Transfers to 


Los Angeles Association 


Los Angeles: The Los Angeles Credit 
Managers’ Association has secured the 
services of Frank O. Hax, former Secre- 
tary of the Dayton Association of Credit 
Men, Dayton, Ohio. He will assist in 
public relations where his many years of 
‘over-all’ experience will prove valuable. 

He served the Dayton Association from 
1930 to 1947, the last ten years in the ca- 
pacity of Secretary-Manager. It was dur- 
ing this period that the association enjoyed 
its most substantial growth. 





Dr. Smith Lists Eight 
Barriers To Survival 
of American Economy 


Cincinnati: The September evening 
meeting of the Cincinnati Association of 
Credit Men was held in the Gibson Hotel 
on Monday, September 15th. The princi- 
pal speaker was Dr. Carl D. Smith, 
Director of Education, National Associa- 
tion of Credit Men. 

Dr. Smith, who, immediately after the 
successful first session of the Executives” 
School of Credit and Financial Manage- 
ment, had left for a speaking tour in 
Iowa, was on his way back to New York. 
Taking as his subject, “Will Our Econ- 
omy Survive?”, he pointed to eight 
handicaps to be overcome: 

1. The idea that our country’s de- 
velopment had reached its zenith and’ 
could advance no further; 

2. The spreading idea that profit is. 
in itself evil; 

3. The communist threat from Europe; 

4. England’s economic collapse and in- 
creasing dependence on the U. S.; 

5. Our “bungling” foreign policy; 

6. Cynicism about the U. N.’s ability 
to fulfill its hopes; 

7. Resurgent isolationism, and 

8. The handing out of doles to other 
countries instead of buying their produce 
and hence increasing their self-sufficiency 
and self-respect. 


Youngstown: Carl M. Wolter, 
formerly assistant secretary of the 
Cleveland Association of Credit 


Men, has been appointed Secretary 
of the Youngstown Association. 





New Jersey Executives 
Addressed on Proposed 
Constitutional Changes 


Newark: Three guest experts addressed 
the New Jersey Association of Credit 
Executives at the first dinner meeting on 
October 2nd. The State of New Jersey is 
discussing changes in the State constitu- 
tion, and the speakers were present to ex- 
plain to credit executives and their guests 
just how the proposed changes would 
affect business. 

The guests were Mr. Charles R. Erd- 
man, Jr., Commissioner of the Depart- 
ment of Economic Development, State of 
New Jersey; Mr. Nathan L. Jacobs, 
member of the law firm of Frazer, Stoffer 
and Jacobs, and Professor of Law at Rut- 
gers University, who served as Vice- 
Chairman of the Judiciary Committee at 
the recent New Brunswick (N. J.) Con- 
stitutional Convention; and Mr. William 
Miller, Director of Reseach of Princeton 
Surveys and consultant to the New Jersey 
Commission on State Tax Policy. 


Cleveland Has New 
Assistant Manager 


Cleveland: Appointment of Emmet L. 
Carter as Assistant to Executive Secre- 
tary Kenneth S. Thomson of The Cleve- 
land Association of Credit Men, Leader 
Bldg., was announced recently by E. H. 
Davies, Association President. 

Carter has wide experience in education- 

al, business, and trade association activi- 
' ties. 

In his earlier career Carter was Regis- 
trar and Financial Secretary of Fenn Col- 
lege and for three years was Director of 
the School of Commerce there. 

Carter then became a member of the 
association’s staff where he is now Assist- 
ant to the Executive Secretary. Follow- 
ing three years with the wholesale credit 
group Carter was for 16 and one-half 
years with The Cleveland Retail Credit 
Men’s Co., where he became Promotion 
Manager and had charge of several ma- 
jor activities of the office. 

Most recently Carter was Credit Man- 
ager of the Arnold Wholesale Corp., 
from which position he comes to The 
‘Cleveland Association of Credit Men. 


Senator Kem Addresses 
First Meeting of the 
Season at Kansas City 


Kansas City: United States Senator 
James P. Kem was the speaker at the 
first dinner meeting of the Kansas City 
Association of Credit Men on September 
18. 

Senator Kem is a man of many parts. 
‘For many years he has practiced law in 
Kansas City and was President of the 
Lawyers’ Association in 1943. Besides 
-this he breeds Shorthorn cattle. His com- 
-mittees in the Senate are Agriculture and 
Forestry and District of Columbia. 
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W. G. Hunt Heads New 
Koppers Credit Dept. 


W. G. Hunt 


Pittsburgh: Establishment of a com- 
pany-wide credit department for Koppers 
Company, Inc., and appointment of W. 
G. Hunt as manager of that department, 
were announced recently by General 
Brehon Somervell, President. Previously, 
credit matters were entirely handled by 
each of the eight operating divisions of 
the company, with no centralized or- 
ganization. 

In his new position, Mr. Hunt will be 
responsible for the handling of all credits 
in the Pittsburgh area, and have general 
supervision of the credits of outlying di- 
visions of the company. 


New Credit-Sales 
Committee Formed 
By New York Group 


New York: The New York Credit 
Men’s Association has gone one step be- 
yond the usual in its efforts to improve 
the relationship between credit. men and 
salesmen. Late last month President H. 
Parker Reader anriounced the formation 
of a special Committee on Cooperation 
with Sales Executives, which will func- 
tion in close conjunction with a corre- 
sponding committee being appointed by 
the Sales Executive Club of New York 
for the purpose of providing a liaison be- 
tween sales and credit. In this manner an 
interchange of informative data will be 
developed in order to maintain a proper 
flow of merchandise distribution during 
the crucial period .ahead. 

The committees will endeavor to pave 
the way to a healthier sales and credit re- 
lationship by encouraging top manage- 
ment of business organizations to give 
credit executives more voice in sales plan- 
ning conferences. In addition, open dis- 
cussions and forums will be sponsored 
jointly by the two groups so that sales- 
men may acquire a fuller knowledge of 
the problems of credit management and 


vice versa. 


Illinois Credit Men 
Will Hold Intensive 
One Day Conference 


Chicago: The Illinois State Conference 
will be held on October 22nd at the 
Morrison Hotel in Chicago. Four speak- 
ers are scheduled for the morning session : 
Allen Selby, of the Chicago Daily News, 
on “The Credit Outlook”; W. J. Gerwe, 
Socony-Vacuum Oil Company, on “The 
Sales Outlook”; David A. Weir, Secre- 
tary and Assistant Executive Manager 
of the National Association of Credit 
Men, on “What’s Ahead for the Credit 
Executive”; and Frank C. Rathje, Chi- 
cago City Bank & Trust Company on 
“What's Ahead for Business.” 

Following a special “sports luncheon,” 
at which the speaker will be John P. 
Carmichael, sports writer, a panel dis- 
cussion of Credit Department Relation- 
ships will be held. The day will come 
to a close with the Annual Fall Dinner. 
John C. Metcalfe, former Washington 
diplomatic correspondent for Time and the 
New York Herald Tribune, will speak 
at the dinner. 


Baltimore Credit Men 
Join Other Groups in 
Business Discussion 


Baltimore: A joint meeting featuring a 
panel discussion on the “Current Economic 
Situation” was held at the Lord Balti- 
more Hotel on September 23. Five or- 
ganizations cooperated in sponsoring the 
meeting. Besides the Baltimore Associa- 
tion of Credit Men they were the Balti- 
more chapter of the National Association 
of Cost Accountants, the Maryland As- 
sociation of Certified Public Accountants, 
the Robert Morris Associates and the 
Council of State Chartered Building, Sav- 
ing and Loan Associations. 

Speakers at the meeting were William 
A. Irwin, educational director of the 
American Institute of Banking; Willard 
E. Atkins, chairman of the department of 
economics, Washington Square College, 
New York University, and A. Anton 
Friedrich, professor of economics at 
NYU. 


Reclamation Discussed 
At Omaha Association’s 
First Meet of Season 


Omaha: The opening meeting of the 
Omaha Association of Credit Men’s 
“season” was held at the Hotel Castle 
on September 18. Edwin N. Van Horne, 
President of the Federal Land Bank of 
Omaha was the speaker and his subject 
was “Reclamation and Credit Relations.” 

Omaha, being an agricultural and stock- 
raising state, is naturally vitally interested 
in all problems of reclamation, and Mr. 
Van Horne, who has spent almost all 
of his business life in the state, knows 
them well. 
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OBITUARY 


John M. McComb 


New York: John M. McComb, Vice- 
President of the Crucible Steel Company 
of America, died at his home in Rock- 
ville Center, L. I., on September 22. 

Mr. McComb began his career with 
Crucible Steel as an employe in the Credit 
Department in 1903 and, after many pro- 
motions, was appointed Vice-President in 
1919. 

Mr. McComb will be remembered for 
the sterling work he did as a member 
of the NACM.- committee on settlement 
of war contracts.. Many times he jour- 
neyed to Washington to appear before 
congressional committees and give them 
the results of his committee’s labors. The 
policy finally decided upon by the War 
and Navy Departments followed very 
closely the recommendations of the com- 
mittee. 


Elmer S. Sisson 


Cleveland: Elmer S. Sisson, former 
crédit manager of the Cleveland Cliffs 
Iron Company, died on August 31 at the 
age of 65. 

Mr. Sisson had been with the company 
for seventeen years. Previously he had 
been connected with the Pittsburgh and 
Ohio Mining Company for 25 years. He 
was a former President of the Cleveland 
Association of Credit Men. 


Frank D. Jackson 


Tampa: Frank D. Jackson, one of the 
charter members of the Tampa Associa- 
tion of Credit Men, died at his home on 
September 7th after a short illness. 

Mr. Jackson, a civic, charity and 
church leader was the holder of the 
Civitan Club’s award as Tampa’s out- 
standing citizen. He had supported the 
Tampa Association of Credit Men with 
his time and money for 35 years and 
could always be counted on for construc- 
tive help and advice. 

Among the honorary pallbearers was 
W. A. Adams, a member of the Tampa 
Board of Directors. 


James Wilson 

Worcester: James Wilson, Credit Man- 
ager of Denholm & McKay Company for 
many years, died recently at Worcester, 
Mass. 

He was a charter member of the Wor- 
cester County Association of Credit Men, 
being one of the thirty-five men who or- 
ganized the Worcester Branch in 1912. He 
served as Vice-President and was on the 
Board of Directors for several years. 


James N. Dimling 
Winston-Salem: ‘James N. Dimling 
died in a hospital in Winston-Salem, N. 
C., last month. He was sales representa- 
tive for Barmon Bros. of Buffalo, N. Y. 
Mr. Dimling was a former member of the 
Baltimore Association of Credit Men. 





Ex-Comptroller of 
NACM to Open New 


York Forum Season 


New York: The first forum of the 
fall season of the New York Credit Men’s 
Association will be held at the Hotel 
Astor on October 28th. William S. Swin- 
gle, Executive Vice-President of the Na- 
tional Foreign Trade Council, will be the 
guest speaker. He will discuss the effect 
of the world events on United States 
trade. 

Mr. Swingle was formerly Comptroller 
and Manager of the foreign department 
of the National Association of Credit 
Men. 


The meeting will be sponsored jointly, 


by the public meetings committee and the 
foreign trade committee of the New York 
Association. 


Open House Held at 
Des Moines Before Meeting 


Des Moines: ’Twas open house at 
Des Moines on September 16 in the As- 
sociation offices. The offices were on 
view all afternoon and up to the time 
of the evening meeting. The Board of 
Directors felt that the members should 
have an opportunity to inspect the offices 
and see how the Association functions. 

It was something of a gala day, for 
the Central Iowa Credit Men had just 
achieved two quotas, that set by the 
National Association and that set by the 
Secretarial Council in 1944, 


Credit In The News 


Louisville: The Louisville Courier- 
Journal recently published a very in- 
teresting feature article on the building 
owned and occupied by the Louisville 
Association of Credit Men. Pictures of 
the exterior of the building, the interior 
of the office room, and an attractive 
view of the patio at the rear were pre- 
sented as illustrations for the article.” 


Portland, Oregon: E. Don Ross, for- 
mer national president NACM and pres- 
ident of The Irwin-Hodson Company, 
was given a nice write-up in a recent 
issue of “Commerce,” the official publi- 
cation of the Portland Chamber of Com- 
merce. Mr. Ross, who was elected pres- 
ident of NACM at the Detroit Convention 
in 1932, served as president of the Port- 
land Chamber of Commerce in 1941, and 
is now listed as the senior member of 
the Board of Directors of that organiza- 
tion, having served for fourteen consecu- 
tive years. 


Missouri Governor Kills 
New Interest Rate Bill 


Kansas City: The new interest rate 
code enacted by the Missouri legislature 
has been vetoed by Governor Donelly. 
Governor Donelly based his veto on the 
statement that the maximum rate spec- 
ified in the bill was “exorbitant.” More- 
over, he said that the: bill was unconsti- 
tutional because it. sought to classify 
lenders indirectly. 
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New York Adjustment 
Bureau Directors 


Reelect A. J. Mill 


New York: A. James Mill, of Mill 
Factors Corp., was re-elected President 
of the New York Credit Men’s Adjust- 
ment Bureau, Inc., at the first meeting 
of the newly elected board of governors 
on September 4th. 

Mr. Mill was elected president of the 
bureau last June, when H. Parker Reader, 
of Cannon Mills, Inc., resigned to accept 
the presidency of the New York Credit 
Men’s Association. Other officers elected 
were Robert R. Jacobs, Shapiro Bros. 
Factors Corp., Vice-President; W. Roy 
Hennie, Textile Banking Co., Vice-Presi- 
dent and A. J. Smith, J. P. Stevens & 
Co., Inc., Treasurer. Mortimer J. Davis, 
Executive Manager and Secretary of the 
New~ York Credit Men’s Association, 
continues as Secretary and Manager of 
the Adjustment Bureau. 


Louisville Publishes 
Striking Souvenir Book 
On Golden Anniversary 


We are indebted to Sam Schnei- 
der, Secretary-Manager of the 

\ Louisville Credit Men’s Associa- 

tion, for a copy of the Golden An- 
niversary Souvenir Book which has just 
been put out by his organization. 

A 98 page, 10 x 7% book, with cover 
in black and gold, this souvenir contains 
the history: of the NACM, written by J. 
Harry Tregoe, a very full statement of 
the aims and services of the Credit Men’s 
Associations and a complete list of the 
members of both the Louisville Associa- 
tion and the Lexington Association which 
is affiliated. with Louisville. 


A. L. Podrasnik Gets 
New Post in Chicago 


Chicago: It will be remembered that 
the Chicago Sun and the Chicago Daily 
Times recently joined forces, and the new 
publishing enterprises, the Chicago Sun 
& Times Co., came into being. 

The credit manager of the new firm is 
A. L. Podrasnik, who held the same posi- 
tion with the Daily Times. The new firm 
plans to have four memberships in the 
Chicago Association of Credit Men. 





Birmingham: The Southeastern 
Credit Conference is to be held at 
the Tutwiler Hotel in Birmingham, 
Alabama, on October 16 and 17. 
An elaborate program has been 
arranged, and includes a banquet 
on October 16, at which Henry H. 
Heiman will be the keynote speaker. 
We hope to have more news of 
this conference next month. 
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Philadelphia Credit Men 
Elected to Office in 
Robert Morris Chapter 


Philadelphia: Several members of the 
Credit Men’s Association of Eastern 
Pennsylvania were recently elected to 
office at the annual meeting of the Phila 
delphia Chapter of Robert Morris Asso- 
ciates. W. John Davis, of the Federal 
Reserve Bank, President; Harold S. 
O’Brian, of the Tradesmens National 
Bank & Trust Co., First Vice-President ; 
Lloyd R. Bechtel, of the Pennsylvania Co., 
Secretary-Treasurer. William H. Faas, 
City National Bank; William G. Semisch, 
Second National Bank, and Phillip F. 
Coleman, First National Bank, were 
elected Directors. 


Heimann to Address 
Oshkosh Conference 


Oshkosh: The credit conference of 
Wisconsin and Northern Michigan will 
be held this year at Oshkosh, on Novem- 
ber 6th. Henry H. Heimann will be the 
principal speaker. He will address the ban- 
quet session in the evening. We hope 
to have more news on this conference for 
next month’s issue. 


Prizes Spur Membership 
Campaign at Detroit 


Detroit: The Detroit Association of 
Credit Men has worked out an ingenious 
“incentive plan” to keep the membership 
campaign moving. 

The system is to give one “unit” for ev- 
ery fifty dollars’ worth of business pro- 
cured by a member. One membership or 
two associate memberships are worth one 
unit; 100 interchange reports are worth 
two units, and so forth. When ten units 
have been accumulated the member is en- 
titled to first class transportation to the 
1948 National Convention at Cleveland, 
hotel room for five days, free registration 
and fifty dollars in “pocket money.” 


Charles E. Fernald Speaks 
At Triple Cities Meeting 


Binghamton: “Hidden Features in Bal- 
ance Sheets” was discussed by National 
Vice-President Charles E. Fernald at the 
October meeting of the Triple Cities As- 
sociation of Credit Men. 


Credit Manager: 15 years excellent record and 
volume experience wholesale, manufacturing and 
installment credits, with outstanding companies. 
Thorough experience coordinating work between 
departments and personnel handling. Very sales 
minded. Presently employed as Credit and 
Office Manager. Desires connection with pro- 
ressive firm. —- Credit and Financial 
anagement Box 0-1 
Credit Executive Available—25 years diversified 
credit and financial management experience in 
manufacturing and wholesale lines; sales-minded; 
college trained, Now employed. Minimum start- 
ing salary $5,000. Box 0-2, Credit and Finan- 
cial Management. 


Credit Analyst or Assistant: 28, single, 2% 
years bank credit work supervising accounts in 
automobile, aircraft and rubber fields. 1 year 
preparing financial surveys covering earnings, 
profit margins, distribution methods, etc., on 
companies in various industries. College Grad- 
uate with Masters Degree in Finance. Refer- 
ences furnished. Box 0-3 Credit and Financial 
Management. 
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Uncle Sam's Payroll 


Consolidated table of Federal personnel inside and outside continental United States 
employed by the executive agencies during July 1947 as compared with June 1947 


Department or Agency 


Executive Departments 
(except War and Navy Departments) 
Agriculture Department 


‘Commerce Department 


Interior Department 
Justice Department 
Labor Department 
Post Office a 
State Department. . 
Treasury Department. . 
Emergency War Agencies 
Office of Defense Transportation 


Office of Scientific Research and Development 


Selective Service 
Postwar Agencies 

Council of Economic Advisers 
Office of Government Reports 
Office of Housing Expediter 
Philippine Alien Property Administration. . 
Price Decontrol Board 
U. S. Atomic Energy Commission 
War Assets Administration 

Independent Agencies 


American Battle Monuments Commission... 


Bureau of the Budget. , 

Civil Aeronautics Board 

Civil Service Commission 
Export-Import Bank of Washington 


Federal Communications Commission...... 


Federal Deposit Insurance Corporation 
Federal Power Commission 

Federal Securi 

Federal Trade Commission 

Federal Works Agency 

General Accounting Office. . 
Government Printing Office. . 


Housing and Home Finance Agency! . yee 


Interstate Commerce Commission 
Maritime Commission 


National Advisory Committee for Aeronautics 


National Archives 

National Capita! Housing Authority. . 
National Capital Park and Planning Com. . 
National Gallery of Art 

National Labor Relations Board 
National Mediation Board 

Panama Canal 

Railroad Retirement Board 


Reconstruction Finance Corporation........ 
Securities and Exchange Commission. ..... 


Smithsonian Institution 

Tariff Commission. . 

Tax Court of the United ‘States... 
Tennessee Valley Authority. . 
Veterans‘ Administration. ..... 


Total, excluding War and Navy Departs.) 1,251,274 
Net decrease, excluding War and Navy Depts.|.......... 


Navy Department 
War Department 
Inside continental United States 


Outside continental United States...... .. 


Total, including War and Navy Depts..... 
Net decrease, including War and Navy Depts. 


2,113,919 | 2,074,833 


July Increase | Decrease 


1,116 


A 
135 
8,633 
110 


5 
4,215 


97 
564 
550 

3,488 
117 


527 

230 

123 
14,258 
223,749 


14,716 ae 
MEDS oo oa tn 5,877 
1,224,660 |... Peed ides Se 
FFs eked 3,759 30,373 

26,/614 
353,094 |.......... 5,338 


349,929 |. e 3,287 
147,150 |.. a 2,847 


3,759 41,845 
38,C 86 


358,432 


353,216 
149,997 


1 Established pursuant to the President‘s Reorganization Plan No. 3, effective July 27, 


1947, formerly the National Housing Agency. 


Rayon Yarn Credit Men 
Elect New Secretary 


New York: Edward V. Tarnell, has 
been appointed secretary of the Rayon 
Yarns Credit Association, credit group 
of the rayon yarn producers. Announce- 


ment of the appointment was made by 
J. J. Burke, president of the association 
and general credit manager of Celanese 
Corporation of America, who declared 
that changing credit conditions call for a 
survey of all credit information facilities 
and their strengthening where necessary. 
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Tax Program For 
Small Business 


(Continued from page 7) 


This percentage could reasonably be set at 25 per 
cent of net income derived from business but not to 
exceed $25,000. 

Accumulation should be permitted without necessitat- 
ing use of the reserve in the same business year—but 
the time lag for the use of such a reserve should be 
limited to two years. The small businessman should 
be permitted to pick the opportune time for a capital 
investment but such discretion must be tempered by 
administrative considerations as administration of such 
a tax law would become too cumbersome, if not impos- 
sible, if the period of grace for the actual investment 
of such accumulated reserves is set too long and books 
would have to remain open too long. Also, a clear 
definition of proper investments for which such funds 
might be used would be required. 

It has been contended that while this proposal is 
economically sound and furnishes an answer to the 
desire of small business to grow, it would be too difficult 
to administer. Accordingly, if such a plan cannot be 
accepted, we propose a specific alternative: 

Everyone recognizes that corporate taxes are double 
taxation. This double taxation falls heaviest on the 
small incorporated business. We, therefore, propose 
that as a move in the direction of eliminating double 
taxation and of placing the smallest incorporated busi- 
nesses on a parity with unincorporated business, the 
new tax law should exempt the first $10,000 of cor- 
porate income from corporate income taxation. It is 
worth noting that this principle was accepted in con- 
nection with the excess profits tax structure where an 
exemption on the first $5,000 and then upon the first 
$10,000 was granted. 


Graduated Corporate Taxes 


The logical counterpart to the proposal for tax-free 
investment reserves out of earnings or a flat corporation 
tax exemption for incorporated small businesses would 
be a more liberal graduation of corporation tax rates 
which would favor the small company more than here- 
tofore. 

In general, we are thinking in terms of reaching ‘the 
maximum corporation tax rate at $100,000 of earnings. 
We suggest that the tax rate start at no more than 
15 per cent for the second $10,000 of net income and 
be advanced by categories of $10,000 until the maxi- 
mum rate is reached at $100.000. The present unfair 
tise between $25,000 and $50,000 should be eliminated 
and in general. the maximum tax rate should be re- 
duced as a step in the direction of eliminating double 
taxation. All business would benefit from this program. 


A Carry-Forward Provision 


Third step in an over-all tax program for small busi- 
ness should be a provision to help overcome the con- 
siderable degree of vulnerability of small business to 
changes in general business conditions. Small business 
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is less depression-proof than big business—again pri- 
marily because it has no cushion against business 
reverses in the form of financial reserves. That can be 
clearly demonstrated by the fact that smaller businesses 
show a much larger percentage of current debt to annual 
total sales than larger enterprises. 

Small business, therefore, shows sharp swings in net 


earnings from year to year. Therefore, it would be 
only fair if small business taxes are based on an average 
level of earnings. The established mechanism for such 
a treatment of earnings is the “carry-forward provision” 
which permits business to carry forward losses from 
one year over a specified number of subsequent years. 

This provision is nothing new and nothing startling. 
It was in effect during the war, coupled with a carry- 
back provision under the excess profits tax system. 
But it was also in use as straight carry-forward provi- 
sion in several periods before the war. (In 1921-1929 
and again in 1939-1941.) 

Due to the frequent sharp variations in earnings from 
one year to the next, the carry-forward provision should 
be extended to perhaps seven years. 

It is possible that despite the overwhelming support 
of most business for this measure, the Treasury Depart- 
ment or the Congress may feel that it involves too great 
risk to the Government in maintaining a proper fiscal 
balance. In that event we suggest that if necessary to 
retain the carry-forward provision as a small business 
measure only, a limit be placed on the amount of taxes 
paid which may be used for carry-forward purposes. 
This might be fixed at $50,000 and would thereby 
cover a vast majority of the Nation’s enterprises. This 
limiting feature would give smaller business an added 
role as an economic stabilizer. 

There can be little doubt that such a provision would 
cut down the mortality rate of small business consider- 
ably. It is a tremendous economic waste to see and 
accept as inevitable the fact that for each small business 
that opens—another closes down. 

This leaves only one more point in our proposed 
platform for an over-all small business tax program. 


Accelerated Depreciation 


That is another provision which has directly to do 
with the strengthening of the capital structure of small 
businesses. It is the proposal for accelerated deprecia- 
tion of new equipment purchased by small businesses. 

Here again the principle involved is to permit a 
larger share of earnings be used for a strengthening of 
the capital structure of small businesses. 

Accelerated depreciation would be particularly im- 
portant to small and new businesses because it would 
materially reduce their risks in connection with capital 
investment. 

Rapid depreciation increases the probability of recov- 
ering capital during the reasonably foreseeable future 
and avoids the necessity of postponing the recovery of 
capital until the distant and totally unfathomable future. 

As far as tax revenues are concerned, accelerated 
depreciation actually involves merely a temporary loss, 
or even more correctly, only a postponement of revenue 
for the Government. Such a temporary reduction in 


revenue would directly benefit those who are serving 
society by assuming risks and expanding production, 
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rather than all businesses regardless of their productive 
activity. That puts such a provision into the category 
of selective tax cuts—with a decided overall economic 
benefit. 

Here again, however, safeguards must be introduced 
to prevent abuse. 

Accelerated depreciation, in order to remain a small 
business tax measure could be restricted to the first 
$10,000 or $15,000 of assets acquired in any one year. 
All businesses—big or small—would enjoy this benefit 
to this extent, however. This plan would have particu- 
lar value in encouraging new enterprises. 

Care must be taken that it is not applied to used 
facilities if these are transferred merely for the purpose 
of increasing depreciation rates. If such care is not 
taken the same piece of equipment could be written off 
against income several.times over. 

As for the method of handling accelerated deprecia- 
tion, two alternatives are open. 

One plan would be to make 50 per cent of the cost 
of a newly acquired asset chargeable against taxes dur- 
ing the first five years of its life—the other 50 per cent 
over its entire normal life. 

A second plan would be to charge off 35 per cent of 
its value in the first year, while depreciation of the 
rest of the cost would be distributed over the normal 
life of the asset. 

The advantages of one of these plans over the other 
is merely a matter of degree. A 35 per cent immediate 
depreciation plan would be of particular value, however, 
if it should become necessary to pull business out of a 
slump. 

This, then, is our tax program for small business. 

We are submitting four specific proposals, designed 
in their entirety to bolster the financial strength and 


stability of small businesses—both incorporated and 
unincorporated. Here they are once more in brief: 

(1) The tax system should permit small business to 
accumulate tax-free reserves out of earnings for 
investment in the business. 

(2) The tax system should include a graduated scale 
of corporate tax rates which would favor the 
accumulation of earnings for investment pur- 
poses on the part of small incorporated 
businesses. 

(3) The tax system should contain a seven-year 
carry-forward provision for small businesses in 
order to make them more depression proof. 

(4) The tax system should permit accelerated depre- 
ciation: for small businesses within closely de- 
fined limits. 

We believe that this is a sound tax program not only 
for the commercial printing industry but for small busi- 
ness generally. 

And we believe so strongly in the economic soundness 
of this program that we are inviting the support of all 
business—big or small. 


Business Man, Watch Your Step 


(Continued from page 17) 


What happened in this case can, and probably will 
happen in many others. Failures are definitely on the 
increase. Experts agree that this situation can be 
expected to become very-serious. And remember that 
this man was engaged in a very staple business, that 
of selling women’s and children’s shoes. Use your own 
imagination as to what will happen to the many thou- 
sands of businesses that mushroomed into being solely 


APPENDIX “A” 
COMPARATIVE SCHEDULE OF INCOME TAXES AND EFFECTIVE RATES ON SPECIFIED AMOUNTS OF NET 
INCOME UNDER THE REVENUE ACTS OF 1918 TO 1945, INCLUSIVE, AND UNDER PROPOSED RATES. 


Statutory 
Rates % 


12.0 
10.0 
10.0 


12.5 
12.5 
13.0 
13.5 


12.0 


Specific 
Exemption 


$2000 
2000 
2000 on 
inc. of 


25,000 or less 


Revenue Act 


for 1918 
subsequent yrs. 
for 1921 


subsequent yrs. 


for 1925 
subsequent yrs. 
for years ex- 
cept 1929 


for 1929 


1938(C) 
for 1939 
R. A. of 1940(D) 
R. A. of 1941 (D+) 


R. A. of 1942(D) 
R. A. of 1945 


I.R.C.(C) 


Proposed Rates 


$10,000 


Tax 


$ 960 
800 
800 


1000 
1000 
1040 
1080 


840 

770 
1375 
1375 
2082 
1325 
1325 
1567 
2200 
2600 
2200 
1500 


$25,000 
Effective 
Tax . Rate% 
$2760 


11.04 
2300 9.2 
2300 


9.2 
2875 = 11.5 
2875 
2990 


11.5 
11.96 
3105 12.42 
2640 10.56 
2420 9.68 
3437 
3437 


13.75 
13.75 
6864 
3525 


27.46 
14.1 

3525 14.1 

4152 16.61 

5750 

6750 


23.0 
27.0 

5750 

4150 


$50,000 
Effective 
Tax Rate % 
$ 5760 


11.52 
4800 9.6 
5000 §=«.: 10.0 


6250 12.5 
6250 12.5 
6500 13.0 
6750 = 13.5 


6000 12.0 
5500 11.0 
6875 13.75 
6875 = 13.75 
30.58 
19.0 
19.0 
24.0 
30.5 
40.0 
38.0 


19.0 


$100,000 
Effective 
Tax Rate% 


$11760 11.76 
9800 9.8 
10000 


10.0 
12500 12.5 
12500 125 
13000 13.0 
13500 


13.5 
* 12000 =12.0 
11000 ~=11.0 
13750 =—:13.75 
13750 = 13.75 
31502 = 31.5 
19000 =: 19.0 
19000 19.0 
24000 24.0 
30750 =: 30.75 
40000 40.0 
38000 


38.0 
24000 


Effective 
Rate % 


9.6 
8.0 
8.0 


10.0 
10.0 
10.4 
10.8 


8.4 
en 
13.75 
13.75 
20.82 
13.25 
13.25 
15.67 
22.0 
26.0 
22.0 


15.0 


15250 
20000 


19000 
9500 


23.0 


16.6 24.0 


‘Notes: (A) Assumes no dividends paid and no credit under contract restricting payment of dividends. 
(B) Credit for surtax to the extent of the excess of $5000 over 10% of the adjusted net income but only on adjusted net incomes of less 


than $5 


0,000. The Revenue Act of 1937 made a slight change in method of computing this credit. 


(C) Assumes no dividends received and no dividends paid credits. 
(D) Assumes excess profits tax credits sufficient to eliminate excess profits tax. 


(E) Includes Defense Tax. N—Normal Tax 


S—Surtax 
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er a 


less 


as a result of our war-born activities. It 1s a situation 
that demands caution, and plenty of it. 

Now let us appraise the position of the retailer in 
this returning era of competition. 


Going after Business 


During the war neither the manufacturer, the whole- 
saler nor the retailer had been obliged to go after 
business, as it had come to him unsolicited. 

Unprecedented earnings made available a. greater 
amount of spending power than has ever been the case 
in American history so that with dollars competing 
for merchandise the businessman has had a pretty soft 
time of it and if prices had not been controlled they 
would have been beyond all reason. 

Ability to make money during the war therefore 
required no particular business ability and in fact 
many incompetents who for many years previously 
had great difficulty in making even a bare living have 
been enabled to build up a very substantial and sur- 
prisingly large cash surplus. In examining Mercantile 
Agency statements today it is a common occurrence 
for many retail merchants to have from two to five 
times as much cash in the bank as the amount of their 
inventory, in addition to owning a substantial amount 
of government bonds. 

The wise retail merchant who still wants to stay in 
business and make money will have to get ready for 
active competition. Not only will new and old products 
come on the market at a high rate of production, but 
a large percentage of the servicemen now coming back 
do not wish to work either for a salary or for wages, 
but want to be their own boss. So that in addition to 
large supplies of merchandise there are going to be 
many new business ventures and the time is soon 
coming when the retailer will have to fight for business 
and he might as well get ready right now. 


The Retailer’s Strategy 


The thing for him to do is not only to establish 
proper sources of merchandise, and build up an efficient 
business personnel, but to modernize his store so that 
it will attract business. Modern windows, entrances 
and interiors that permit large visual display of mer- 
chandise assist materially in attracting business. Proper 
lighting and color are also of great assistance in selling 
merchandise. Mirrored walls, demonstration islands, 
and individual items of merchandise framed and illumi- 
nated attractively on the walls furnish great appeal. 
There is almost no limit to the many attractions that 
can. be added to a retail store, and the experienced 
interior expert or merchandise display man can give 
almost free rein to his ability and imagination in plan- 
ning the improvements that will play a great part in 
building up the clientele and increasing the business 
of the retailer. And he must not forget that attractive 
and inviting packaging of many lines of products is 
a very potent even though a silent salesman: today. 

And the retailer must learn what his customers want. 
Good merchandising is an important factor in the suc- 
cess of his business. Consumers now insist on good 
values. The day of having to take what was offered, 
or else do without, is‘a thing of the past. The cus- 
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tomer today knows pretty well what he wants, and the 
retailer must be able to supply it, and show his appreci- 
ation of the sale, besides. Times have certainly changed. 


Conclusions 


What, then, are the conclusions that we can logically 
draw from the general situation set forth in this 
article? In the first place, there has been a definite 
swing in the opinion of experts from deflation to infla- 
tion, and this is now beginning to be reflected in the 
psychology of the masses. 

Lower prices in the foreseeable future cannot reason- 
ably be expected. Mounting labor and material costs 
belie this probability. We cannot expect merchants 
and factories to stay in business unless they can realize 
a reasonable return on their investment of money, time, 
and personal services. In the purchase of everything, 
except food, the masses continue to think in figures 
much larger than prewar when it comes to either wages 
or spending. They are, however, becoming more qual- 
ity-conscious, or “choosy” to use the vernacular. Com- 
petition is beginning to reassert itself, and price, to 
some degree, but more particularly style, quality and 
appeal are rapidly becoming dominant selling factors. 

As a result of this competition, the less efficient 
merchant will fall by the wayside. Failures will in- 
crease steadily. Instances of slow payment of bills will 
also increase. Greater vigilance in handling credits and 
collections may well mean the difference between suc- 
cess and failure for the manufacturer and wholesaler. 
Credit men must cooperate fully and frankly with each 
other in handling problems of mutual interest. Retail- 
ers should consult frequently with their sources of 
supply on the trend and styles in merchandising. Mer- 
chants should build up their inventories carefully, both 
as to quality and quantity. Within a year or two there 
will have to be a readjustment, and the careful buyer 
will be able to cushion the shock to a reasonable extent. 

A depression is not in the cards for at least several 
years. Accumulated savings, large holdings of bonds, 
the record-breaking number of people in gainful em- 
ployment, the unsatisfied demand for homes and durable 
goods and some items of consumer merchandise, the 
general reasonable level of. inventories, are some of 
our main safeguards against any probable collapse in 
the near future. 





“Some of these soap 
commercials are pretty good” 
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Business and labor must both realize their stake in 
our economic structure. The former must be reason- 
able in its desire for profits, and the latter in its wage 
demands. They both must be made to realize that if 
either fails to cooperate, the result will be a top-heavy 
price structure that will eventually collapse of its own 
weight, dragging industry and labor down with it. 
At this particular writing, the long-range vision of 
this situation is not very reassuring. To the admoni- 
tion “Mr. Business Man, Watch Your Step”, we 
might well add “Mr. Workingman, Watch Yours, 
Too.” 


Credit Association Is 


Organized at Sydney; 
Aids Australian Firms 


by ALAN W. CROOKS 


Sydney, N. S. W., Australia: The National Asso- 
ciation of Credit Grantors of Australia was registered 
in Sydney, New South Wales, Australia, on February 
28th, 1947, as a Company limited by liability. The 
Association was formed in an endeavor to improve 
Credit granting conditions generally in Australia, to 
cover all business houses, including Manufacturers, 
Wholesalers, Retailers, Banks, Financiers, etc. 

The forming of the Association was along the lines 
of the N. A. C. M. and in this regard very great as- 
sistance came from Mr. Henry Heimann and Mr. E. B. 
Moran, in fact the original suggestion that an organiza- 
tion such as the N. A. C. M. would be of benefit to 
Australian business, came from Mr. Heimann, during 
correspondence on Credit matters with myself. 

During the years I have been a member of the N. A. 
C. M. it would be difficult to express in words the help 
I have received from such membership. Owing to 
distance, I have been unable to take an active part 
by attending meetings and conventions, but I trust this 
will be something to look ‘forward to in the future. 

From the various publications—Credit and Financial 
Management, Monthly Business Review—Minutes of 
Foreign Interchange Meetings, etc., have obtained very 
helpful information as well as pleasant reading. Then, 
I cannot express my appreciation too deeply of my 
personal correspondence with Mr. Heimann, also Mr. 
Moran, who doubtless are busy men, but who have 
unhesitatingly and consistently replied immediately to 
my various letters. 

Now to combine all I have said in a few words. There 
is no doubt in my mind, that an Association of business 
houses engaged in Credit transactions can be of im- 
measurable assistance in a community or country. The 
operations of the N. A. C. M. has satisfied my mind 
on that score. However, business generally in Australia 
is not credit conscious and a National Association, on 
a non-profit basis, to organize Credit grantors, for their 
mutual benefit, has never existed, although what might 
be termed half-hearted attempts have been previously 
made. 

The new Australian Association is receiving the sup- 
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port of a number of the larger business houses, but 

future success will mean hard work which the interested 
members are prepared for. There is one matter, how- 
ever, where members of the N. A. C. M. can be of as- 
sistance and that is:—Many American and Canadian 


firms have direct branches or representatives, or are 


otherwise represented in Australia and to those an ap- 
peal is now made. It would be greatly appreciated if 
the parent company would contact the Australian repre- 
sentative pointing out the benefits obtained from | 
membership of the N. A. C. M. and suggesting that sup- 
port and membership be given the Australian counter- | 
part. 

The mailing address in Australia is The National © 
Association of Credit Grantors of Australia, Box 1980- 
G. P. O., Sydney, N. S. W., Australia. 


Co-ops Make News 


The big news-shock in the business world these 

= days is the decision of the Consumers Cooperative 

Association of Kansas City to renounce all claims 

to Federal income tax exemption as of Sep- 
tember 1.. 

Now, says Business Week, the Co-op can move into 
the big cities and go after the urban market. The tax 
exemption definitely precluded such a move. Under 
Internal Revenue Bureau rules, co-ops can claim ex- 
emption if they do 85% or more of their total market 
with farmers or their representatives. 

And if that is not all, Printers’ Ink reports that the 
Cooperative League and the National Association of 
Cooperatives may suggest to the House Ways and 
Means Committee that the tax exemption law should 
be repealed. G. A. Nichols, Washington correspondent 
of Printers’ Ink, says that the reasoning behind this 
move is that the cooperatives want to make common 
cause with corporations against double taxation of 
dividends. 


Lack of Voluntary Credit 
Curbs May Mean Return 


of Governmental Control 


With remaining Federal controls on credit sched- 

uled to be abandoned on Nov. 1, failure of 

ww «merchants and lending institutions to maintain 

voluntary curbs on installment terms will bring | 

increased State regulation of consumer credit and de- | 

mands for a return of Federal controls, Robert Kaye, | 

editor of CoNsuMER Crepit LETTER warns busi- 
nessmen. 

Even some credit men who sought complete govern- 
ment decontrol of installment terms are indicating con- 
cern lest free credit now mean a return to ruinous 
competition over terms. 

Kaye estimates credit sales in the twelve months: 
following Nov. 1 will total 30 billion dollars, on the! 
basis of probable national retail sales of nearly 100 bil-’ 
lion dollars. 
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